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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


THURSDAY, APRIL 14, 1955 


UNITED STATES SENATE, 
CoMMITTEE ON Labor AND Pusiic WELFARE, 
SUBCOMMITTEE ON LABor, 
Washington, D.C. 

The subcommittee met at 10 a. m., Senator Paul H. Douglas 
presiding. 

Present: Senators Douglas, presiding, and Smith. 

Other committee member present : Senator Allott. 

Also present: Stewart EK. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe, and Mic hael J. Bernstein, 
professional staff members; and Dr. Fred H. Blum, consultant. 

Senator Dovetas. I am very happy to open the hearings on the 
amendments of the Fair Labor Standards Act. We have a number of 
bills for consideration, most notably S. 662, the bill introduced by 
Senator Lehman of New York, for himself, Mr. Green, Mr. Kilgore, 
Mr. McNamara, Mr. Neely, and Mr. Pastore; S. 770, introduced by 
Mr. Murray, and other bills, S. 18, introduced by Mr. Potter; S. 57, 
by Mr. Smith of New Jersey; S. 247, by Mrs. Smith of Maine; S. THs 27, 
by Mr. Martin of Pennsylvania ; S. 1288, by Mr. Dworshak: S. 1437, 
by Mr. Capehart; and finally, S. Maz. introduced by Mr. C urtis. 

The committee will reserve the right to insert in the published 
record statistical tables which it has assembled, together with other 
analytical material. 

(The bills, reports, and analysis of bills, follow :) 


[S. 18, 84th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938 so as to establish a minimum 
wage of $1 an hour 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 6 (a) (1) of the Fair Labor 
Standards Act of 1938, as amended, is amended by striking out “75 cents an 
hour” and inserting in lieu thereof “$1 an hour.” 

Sec. 2. The amendment made by this Act shall become effective on the first 
day of the first month beginning more than nine days after the date of its 
enactment. 





[S. 57, 84th Cong., Ist sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to increase the 
minimum hourly wage from 75 cents to 90 cents 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (1) of section 6 (a) of the 
Fair Labor Standards Act of 1938, as amended (52 Stat. 1060; 29 U.S. C. 206 
(a) (1)), is hereby amended by striking out “not less than 75 cents an hour” 
and inserting in lieu thereof “not less than 90 cents an hour.” 

Sec. 2. This amendment shall take effect January 1, 1956. 
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[S. 247, 84th Cong., 1st sess.] 
A BILL To increase the national minimum wage to $1 an hour 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 6 (a) (1) of the Fair Labor 
Standards Act of 1938 (relating to minimum wage) is amended by striking out 
“75 cents an hour” and inserting in lieu thereof “$1 an hour.” 

Sec. 2. The amendment made by this Act shall take effect upon the expiration 
of ninety days from the date of its enactment. 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, April 26, 1955. 
ion. LisTeR HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 

This is in reply to your requests for my Comments on S. 57, a bill which would 
amend the Fair Labor Standards Act of 1938, as amended, by increasing the 
minimum hourly wage from 75 cents to 90 cents, and 8S. 1S and 8. 247, which would 
increase the minimum wage to $1 an hour. 

The views of the administration and of the Department of Labor with respect 
to an increase in the minimum wage under the Fair Labor Standards Act were 
presented in my statement of April 14, 1955, before the Subcommittee on Labor. 

The Bureau of the Budget advises that it has no-objection to the submission of 
this report and that enactment of S. 57 would be in accord with the program of 
the President. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 





[S. 662, 84th Cong., Ist sess.] 


A BILL To amend the Fair Labor Standards Act of 1938 to establish a $1.25 minimum 
hourly wage, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Fair 
Labor Standards Amendments of 1955”. 


FINDING AND DECLARATION OF POLICY 


Sec. 2. Section 2 (a) of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the “Act’’), is amended to read as follows: 

“(a) The Congress hereby finds that the existence, in industries engaged in 
commerce or in the production of goods for Commerce or in activities affecting 
commerce, of labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers (1) causes commerce and the channels and instrumentalities of commerce 
to be used to spread and perpetuate such labor conditions among the workers of 
the several States; (2) burdens and affects commerce and the free flow of goods 
in commerce; (3) constitutes an unfair method of competition in commerce; (4) 
leads to labor disputes burdening and obstructing commerce and the free flow 
of goods in Commerce; and (5) interferes with the orderly and fair marketing of 
goods in commerce.” 

DEFINITIONS 

Sec. 8. (a) Section 3 (j) of the Act is amended by striking out “or in any 
closely related process or occupation directly essential to the production thereof” 
and inserting in lieu theerof “or in any process or occupation necessary to 
the production thereof,’. 

(b) Section 8 (m) of the Act is amended to read as follows: 

“(m) ‘Wage’ paid to any employee includes the reasonable cost, as deter- 
mined by the Secretary of Labor (hereinafter referred to as the ‘Secretary’), 
to the employer of furnishing such employee with board, lodging, or other 
facilities, if such board, lodging, or other facilities are customarily furnished 
by such employer to his employees: Provided, That the cost of board, lodging, 
or other facilities shall not be included in the wage paid to any employee if the 
furnishing of such facilities is an incident of and necessary to his employment 
and such facilities are practicably available only from the employer.” 
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(c) Section 3 of the Act is further amended by striking out subsection (n) 
and inserting in lieu thereof the following: 

“(n) ‘American vessel’ includes any vessel which is defined as a ‘vessel of the 
United States’ in title 18, United States Code. section 9, or which is documented 
or numbered under the laws of the United States.” 

(d) Section 3 of the Act is further amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce neces- 
sary to commence or competing with any activity in commerce or where the 
payment of wages at rates below those prescribed by this Act would burden 
or obstruct or tend to burden or obstruct commerce or the free flow of commerce.” 


INDUSTRY COMMITTEES 


Sec. 4. (a) Section 5 (a) of the Act is amended to read as follows: 

“Src. 5. (a) The Secretary shall as soon as practicable appoint an industry 
committee for each industry engaged in commerce or in the production of goods 
for commerce or in other activities affecting commerce.” 

(b) Section 5 is further amended by redesignating subsections 5 (b), 5 (¢), 
and 5 (d) as subsections 5 (c), 5 (d), and 5 (e), and by inserting a new sub- 
section (b) to read as follows: 

‘**(b) No industry committee appointed under subsection (a) of this section 
shall have any power to recommend the minimum rate of wages to be paid 
under section 6 to any employees in Puerto Rico or in the Virgin Islands. Not- 
withstanding any other provision of this Act, the Secretary may appoint a special 
industry committee to recommend the minimum rate or rates of wages to be 
paid under section 6 to employees in Puerto Rico or the Virgin Islands, or in 
Puerto Rico and the Virgin Islands, or the Secretary may appoint Separate in- 
dustry committees to recommend the minimum rate of wages to be paid under 
section 6 to employees therein in particular industries. An industry committee 
appointed under this subsection shall be composed of residents of such island 
or islands where the employees with respect to whom such committee was ap- 
pointed are employed and residents of the United States outside of Puerto Rico 
and the Virgin Islands. In determining the minimum rate or rates of wages to 
be paid, and in determining classifications, such industry committees and the 
Secretary shall be subject to the provisions of section 8.” 


MINIMUM WAGES 


Sec. 5. (a) Section 6 of such Act is amended to read as follows: 

“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer who 
is engaged in any activity affecting commerce shall pay to each of his employees 
employed in or about or in connection with any enterprise where he is so engaged, 
wages at the following rates— 

“*(1) not less than $1.25 an hour or such higher rate as may be prescribed 
in the applicable order of the Secretary under section 8, or 
(2) if such employee is employed in Puerto Rico or the Virgin Islands not 
less than: 
“89 cents an hour during the first year from the effective date of this 
section ; 
“85 cents an hour during the second year from the effective date of this 
section ; 
“90 cents an hour during the third year from the effective date of this 
section: 
“95 cents an hour during the fourth year from the effective date of 
this section ; 
“$1 an hour during the fifth year from the effective date of this section ; 
“$1.05 an hour during the sixth year from the effective date of this 
section, and thereafter ; 
or the rate or rates prescribed for employees in Puerto Rico or the Virgin 
Islands in the applicable order of the Secretary under sections 5 and 8, 
which shall not be less than the applicable rate provided by this paragraph 
or in excess of $1.25 an hour; 
“(3) if such employer is a homeworker in Puerto Rico or the Virgin 
Islands, not less than the minimum piece rate prescribed by regulation or 
order; or, if no such minimum piece rate is in effect, any piece rate adopted 
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by such employer which shall yield, to the proportion or class of employees 
prescribed by regulation or order, not less than the applicable minimum 
hourly wage rate. Such minimum piece rates or employer piece rates shall 
be commensurate with, and shall be paid in lieu of, the minimum hourly 
wage rate applicable under the provisions of this section. The Secretary, 
or his authorized representative, shall have power to make such regulations 
or orders as are necessary or appropriate to carry out any of the provisions 
of this paragraph, including the power without limiting the generality 
of the foregoing, to define any operation or occupation which is performed 
by such homework employees in Puerto Rico or the Virgin Islands ; to estab- 
lish minimum piece rates for any operation or occupation so defined; to 
prescribe the method and procedure for ascertaining and promulgating 
minimum piece rates: to prescribe standards for employer piece rates; 
including the proportion or class of employees who shall receive not less 
than the minimum hourly wage rate: to define the term ‘homeworker’ ; 
and to prescribe the conditions under which employers, agents, contractors, 
and subeontractors shall cause goods to be produced by homeworkers; or 

“(4) if such employee is employed as a seaman on an American vessel, not 
less than the rate which will provide to the employee, for the period covered 
by the wage payment, wages equal to compensation at the minimum hourly 
rate prescribed by paragraph (1) of this subsection for all hours during such 
period when he was actually on duty (not including off-duty periods aboard 
ship when the employee rendered no service ).” 


MAXIMUM HOURS 


Sec. 6. (a) Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods for 
commerce, and no employer who is engaged in anv activity affecting commerce 
shall employ any of his employees employed in or about or in connection with any 
enterprise where is is so engaged, for a workweek longer than forty hours, or a 
workday longer than eight hours, unless such employee receives compensation 
for his employment in excess of the hours above specified at a rate not less than 
one and one-half times the regular rate at which he is employed.” 

(b) Section 7 (b) of such Act is amended to read as follows: 

“(b) No employer shall be deemed to have violated subsection (a) by employ- 
ing any employee for a workweek or workday in excess of that specified in such 
subsection without paying the compensation for overtime employment prescribed 
therein if such employee receives compensation for employment in excess of ten 
hours in any workday, or for employment in excess of forty-eight hours in any 
workweek, as the case may be, at a rate not less than one and one-half times the 
regular rate at which he is employed, and if such employee is so employed in pur- 
suance of an agreement, made as a result of collective bargaining by represent- 
atives of employees certified as bona fide by the National Labor Relations Board, 
which provides that during a specified period of fifty-two consecutive weeks the 
employee shall be employed not more than two thousand two hundred and forty 
hours and shall be guaranteed not less than one thousand eight hundred and forty 
hours (or not less than forty-six weeks at the normal number of hours worked 
per week, but not less than thirty hours per week) and not more than two 
thousand and eighty hours of employment for which he shall receive compensa- 
tion for all hours guaranteed or worked at rates not less than those applicable 
under the agreement to the work performed: Provided, That if such employee 
is employed in excess of the guaranty, the employee shall receive compensation 
for all hours which are also in excess of forty hours in a workweek, or in excess 
of eight hours in a workday in such period at rates not less than one and one-half 
times the regular rate at which he is employed.” 

(ec) Subsection (c) of section 7 of such Act is hereby repealed. 

(d) Subsection (d) of section 7 of such Act is hereby redesignated subsec- 
tion (¢c) and paragraph (3) thereof is amended to read as follows: 

“(3) The payments of talent fees (as such talent fees are defined and delimited 
by regulations of the Secretary) paid to performers, including announcers, on 
radio and television programs :”. 

(e) Subsection (e) of section 7 of such Act is hereby repealed. 

(f) Subsection (f) of section 7 of such Act is hereby redesignated subsee- 
tion 7 (ad); paragraph (3) thereof is hereby repealed: and the reference to sub- 
section (d) therein is redesignated subsection (c). 
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(g) Subsection (g) of section 7 of such Act is redesignated subsection 7 (e) 
and the reference to subsection (d) contained therein is hereby redesignated 
subsection (¢c). 

WAGE ORDERS 


Sec. 7. (a) Subsection (a) of section S of such Act is amended to read as 
follows: 

“(a) With a view to carrying out the policy of this Act by reaching as rapidly 
aus economically feasible without susbtantially curtailing employment, the objec 
tive of a universal minimum wage of $1.50 an hour in each industry engaged in 
commereée or in the production of goods for commerce or in activities affecting 
commerce, the Secretary shall from time to time convene an industry committee 
or committees appointed pursuant to section 5, and the industry committee shall 
from time to time recommend the minimum rate or rates to be paid under se« 
tion 6 which rate may not be less than $1.25 nor more than $1.50 by employers 
engaged in commerce or in the production of goods for commerce or in activities 
affecting commerce in such industry or classification thereof: Provided, That 
the rates applicable to Puerto Rico and the Virgin Islands shali conform to the 
rates as set forth in section 6 (a) (2).” 

(b) Subsection (c) of section 8 is amended to read as follows: 

“(e) The industry committee shall recommend such reasonable classifications 
within any industry as it determines to be necessary for the purpose of fixing 
for each classification within such industry the highest minimum wage rate 
(not in excess of $1.50 or for Puerto Rico and the Virgin Islands not in excess 
of $1.25), which (1) will not substantially curtail employment in such Classifica- 
tion, and (2) will not give a competitive advantage to any group in the industry, 
and shall recommend for each classification in the industry the highest minimum 
wage rate which the committee determines will not substantially curtail employ- 
ment in such Classification. In determining whether such classifications should 
be made in any industry, in making such classifications, and in determining the 
minimum wage rates for such classifications, no classifications shall be made, 
and no minimum wage rate shall be fixed, solely on a regional basis, but the 
industry committee and the Secretary shall consider among other relevant factors 
the following: 

“(1) competitive conditions as affected by transportation, living, and 
production costs; 

“(2) the wages established for work of like or comparable character by 
collective labor agreements negotiated between employers and employees 
by representatives of their own choosing ; and 

‘(3) the wages paid for work of like or comparable character by employers 
who voluntarily maintain minimum wage standards in the industry. 

No classification shall be made under this. section on the basis of age or sex.” 


: CHILD LABOR 


Sec. 8. Section 12 (c) of such Act is amended to read as follows: 

““(c) No employer shall employ any oppressive child labor in commerce or 
in the production of goods for commerce and no employer who is engaged 
in any activity affecting commerce shall employ any oppressive child labor 
in or about any establishment where he is so engaged.” 


EXEMPTIONS 


Sec. 9. Section 18 of such Act is amended to read as follows: 

“Sec. 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or 
professional capacity earning, on a salary basis, at the rate of $6,000 or more 
per annum, or in the capacity of outside salesman (as such terms are defined 
and delimited by regulations of the Secretary) ; or (2) any employee employed 
in any retail or service establishment by an employer having not more than 
four such establishments and having a total annual volume of sales or serv- 
icing of not more than $500,000; (3) any employee employed in any establish- 
ment engaged in laundering, cleaning, or repairing clothing or fabrics, by an 
employer having not more than four such establishments and having a total 
annual volume of sales or servicing of not more than $500,000; (4) any employee 
employed in catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish crustacea, sponges, seaweeds, or other aquatic forms of animal 
and vegetable life, including the going to and returning from work and loading 
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and unloading when performed by any such employee; (5) any employee em- 
ployed as a seaman on a vessel other than an American vessel; (6) any employee 
in agriculture during any calendar year quarter, by a farm enterprise which 
used less than three hundred man-days of hired farm labor during each of the 
preceding four quarters other than labor performed by members of the family 
of a farmer-operated enterprise; and (7) any employee to the extent that such 
employee is exempted by regulations or orders of the Secretary issued under 
section 14. 

“(b) The provisions of section 7 shall not apply with respect to (1) any em- 
ployee of an employer which is an express company, sleeping-car company, 
refrigerator-car company or carrier by railroad subject to the provisions of 
part I of the Interstate Commerce Act; or (2) any employee of a carrier by air 
subject to the provisions of title Il of the Railway Labor Act; or (5) any em- 
ployee employed as a seaman on an American vessel. 

“(e) The provisions of section 12 relating to child labor shall not apply with 
respect to (1) any child employed as an actor or performer in motion pictures, 
or theatrical productions, or in radio or television productions; or (2) any em- 
ployee employed in agriculture who is exempt under subsection 18 (a) (6) from 
the provisions of sections 6 and 7, if such employee is employed outside of school 
hours for the school district where such employee is living while so employed.” 


LEARNERS, APPRENTICES, AND HANDICAPPED WORKERS 


Sec. 10. Clause (1) of section 14 of such Act is amended to read as follows: 
“(1) the employment of learners and of apprentices, under special certifi- 
‘ates issued pursuant to regulations of the Secretary, at such wages lower 
than the minimum wage applicable under section 6 and subject to such 
limitations as to time, number, proportion, and length of service as the 
Secretary shall prescribe, and’. 


PENALTIES 


Sec. 11. (a) Section 16 (a) of such Act is amended to read as follows: 

“Sec. 16. (a) Any person who willfully violates any of the provisions of section 
15 shall upon conviction thereof be subject to a fine of not more than $10,000 
or to imprisonment for not more than six months or both.” 

(b) Section 16 (c) of such Act is amended to read as follows: 

“(c) The Secretary is authorized to supervise the payment of the unpaid 
minimum wages or the unpaid overtime compensation owing to any employee or 
employees under section 6 or section 7 of this Act, and the agreement of any 
employee to accept such payment shall upon payment in full constitute a waiver 
by such employee of any right he may have under subsection (b) of this section 
to such unpaid minimum wages or unpaid overtime compensation and an addi- 
tional equal amount as liquidated damages. When a written request is filed by 
any employee with the Secretary claiming unpaid minimum wages or unpaid 
overtime compensation under section 6 or 7 of this Act, the Secretary may bring 
an action in any court of competent jurisdiction to recover the amount of such 
claim and an additional equal amount as liquidated damages. The consent of 
uny employee to the bringing of any such action by the Secretary, unless such 
action is dismissed without prejudice on motion of the Secretary, shall constitute 
a waiver by such employee of any right of action he may have under subsection 
(b) of this section. Any sums thus recovered by the Secretary on behalf of 
an employee pursuant to this subsection shall be held in a special deposit account 
and shall be paid, on order of the Secretary, directly to the employee or em- 
ployees affected. Any such sums not paid to an employee because of inability 
to do so within a period of three years shall be covered into the Treasury of 
the United States as miscellaneous receipts.” 


INJUNCTION PROCEEDINGS 


Sec. 12. Section 17 of such Act is amended by placing a period immediately 
before the word “Provided” and deleting that part of the section which follows. 


STATUTE OF LIMITATIONS 


Sec. 13. Section 19 of such Act is hereby renumbered section 20 and a new 
section 19 is added as follows: 


“Sec. 19. STATUTE oF LimiraAtTions. Any action arising under the provisions of 
the Fair Labor Standards Act of 1938, as amended, may be commenced within 
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six years after the cause of action accrued, and and every such action shall 
be forever barred unless commenced within six year after the cause of action 
aecrued, Section 6 of the Portal-to-Portal Act of 1947 is hereby repealed 


EFFECTIVE DATE 


Src. 14. The amendments made by this Act shall take effect upon the expriation 
of thiry days from the date of its enactment. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, May 9, 19505. 
Hon. Paun H. DouGLas., 
United States Senate, Washington, D. C.: 


Deak SENATOR DOUGLAS: Your subcommittee of the Senate Committee on Labor 
and Public Welfare, which is presently studying wage and hour law amendments, 
requested the Department to furnish it with an analysis of S. 662 and S. 770 
Pursuant to this request there is attached hereto a factual and analytical study 
of S. 662. You may expect to obtain a similar factual and analytical study of 
S. 770 in a day or two. 

The attention of the committee is respectfully directed to exhibits A through G 
which were submitted in connection with the Labor Deparment’s testimony of 
April 15, 1955. This factual data can be of help in understanding the coverage 
problems and impact of 8S. 662 which proposes an increase in the minimum 
wage to $1.25 and at the same time the expansion of coverage to all industries 
which “atfect” interstate commerce, plus additional related areas. 

The Department’s comments and evaluation of these two bills, S. 662 and 8. 
770, will be furnishd to you separately in a letter of the Secretary of Labor, 
James P. Mitchell. 

Should you desire additional factual information concerning these two pro 
posals, please feel free to utilize the facilities of the Department. 

Very truly yours, 
STUART ROTHMAN, Solicitor of Labor. 


ANALYSIS OF S. 662, 4 BILL TO AMEND THE FAIR LABOR STANDARDS AcT OF 1988, 
TO EsrAslisH a 81.25 MINIMUM HOURLY WAGE, AND FOR OTHER PURPOSES 


COVERAGE 


Sections 2 and 38 of 8S. 662 would extend the coverageof the uct to any em- 
ployer engaged in any activity affecting commerce, which is defined to in- 
clude “any activity in commerce necessary to commerce or competing with 
uny activity in Commerce or where the payment of wages at rates below those 
prescribed by this act would burden or obstruct or tend to burden or obstruct 
commerce or the free flow of commerce.” By amendments to sections 6 and 7 the 
test of coverage of the minimum wage and overtime requirements of the act, 
under the “affecting commerce” provision, would be the activities of the em- 
ployer rather than the activities of the employee as under the present act. The 
minimum wage and overtime provisions would apply to any employee “employed 
in or about or in connection with any enterprise where” his employer is engaged 
in an activity affecting commerce. The employee test of coverage is retained 
insofar as engagement in commerce or the production of goods for commerce is 
concerned. 

These amendments would extend the coverage of the act at least as far as 
the statutory coverage of the Labor Management Relations Act. Because the 
National Labor Relations Board both under the Labor Management Relations 
Act and under the National Labor Relations Act, set certain criteria defining 
areas over which it would not, as a matter of policy, assert its authority, the cov- 
erage of the Fair Labor Standards Act under these amendments would appear 
to extend to a substantial number of employers who have never actually been 
held subject to the Labor Management Relations Act. The precise limits of 
coverage involved in these amendments are not possible to predict at this time, 
because of the difference in procedures under the Fair Labor Standards Act and 
the Labor Management Relations Act. The latter provides for a statutory 
board to determine and set its own jurisdictional limits, within the terms of the 
statute, while the former is self-executing and the limits of coverage are de- 
termined by the courts. Thus, court decisions under the Labor Management 
Relations Act are helpful but not conclusive. 
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In addition to the foregoing considerations, the coverage of activities “com- 
peting with any activity in commerce” may go further than even the statutory 
coverage under the Labor Management Relations Act. 

Because of the change from an employee to an employer test, it seems prob- 
able that many employees in establishments of all kinds which may have only 
a small relation to interstate commerce will be covered though they themselves 
are not engaged either in commerce or the production of goods for commerce, 
so long as they are employed in connection with an enterprise which affects 
commerce. 

A further amendment of the coverage provisions changes the definition of 
“produced” in section 3 (j) of the act to restore the language as it was before 
the 1949 amendments. “Any process or occupation necessary to” production 
would be substituted for “any closely related process or occupation directly 
essential to” the production. Examples of employees excluded under the 1949 
amendments as not engaged in activities “closely related” and “directly essential” 
to the production of goods for commerce are employees of local window clean- 
ing companies doing business with customers engaged in interstate activities, 
employees of local architects who prepare plans for alteration of buildings 
within the State which are used in the production of goods for commerce, ete. 


EFFECT OF THE INCREASED COVERAGE 


As has been indicated, it is difficult to estimate with even reasonable accuracy 
the number of employees who would be brought within the coverage of the act 
by the amendments. Further, it would be of little value to discuss the effect 
of the extension of coverage in a vacuum, i. e., without considering the effect 
of the proposed changes in the exemption provisions of the act. The coverage 
amendments will have no impact on those areas which are technically covered 
by the act but which because of exemptions are not subject to the minimum 
wage, overtime, or child labor provisions. The details of the bill’s proposed 
changes in exemptions will be discussed later. However, for the purpose of 
considering the effect of increased coverage, the following estimates consider also 
the effect of the changes in exemptions. An estimated 19,978,000 workers are 
not now subject to the minimum wage provisions of the act; 13,609,000 of these 
are not covered, and 6,369,000 are covered but are exempted by section 13 (a). 
It is estimated that 8,544,000 of these 19,978,000 workers would be subject to 
the minimum wage provisions if S. 662 is adopted, but about 6.4 million of the 
8.5 million would be without effective protection if the specific exemptions of 
the act were not changed. The areas affected by the proposed changes in 
coverage and exemptions include agriculture (1,800,000 employees), retailing 
and service trades (3,800,000), laundering and cleaning (160,000), agricultural 
products processing (233,000), seafood processing (26,000), seamen (117,000), 
small logging operations (110,000), small telephone exchanges (43,000), small 
newspapers (32,000), local transit companies (80,000), taxicab companies 
(20,000), construction (1,400,000), wholesaling (242,000), finance, insurance, 
real estate (117,000), mining and manufacturing (101,000), and miscellaneous 
(210,000). Those estimates provide a rough indication of the effect of the bill, 
but are subject to a wide margin of error, for reasons previously noted. 


MINIMUM WAGES 
Summary 


S. 652 would ‘increase the minimum wage to $1.25 and provide for higher 
rates (not in excess of $1.50) if prescribed by the Secretary of Labor upon 
recommendation of industry committees. The provisions affecting Puerto Rico 
and the Virgin Islands would be amended to provide fixed minimums beginning 
with SO cents and increasing 5 cents each year until the minimum wage reached 
$1.05 and a higher rate (not in excess of $1.25) on the recommendation of an 
industry committee. Authority to employ messengers at subminimum rates 
would be eliminated. The definition of “wage” would be amended to exclude the 
cost of board, lodging, or other facilities paid to an employee if the furnishing 
of such facilities is an incident of and necessary to his employment and such 
facilities are practically available only from the emplover. 

The bill would restore the original requirement under the act that the Secre- 
tary appoint industry committees to recommend minimum rates - Wages. Al 
it would continue authority for the appointment of industry 
Puerto Rico and the Virgin Islands. 
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BASIC RATE, WITH ESCALATION 


Section 5 of S. 662 would amend section 6 (a) of the act by increasing the 
minimum wage from 75 cents to $1.25 and providing for higher rates (not in 
excess of $1.50) if prescribed by the Secretary of Labor upon recommendation 
of industry committees. 

The provisions affecting Puerto Rico and the Virgin Islands would be amended 
to provide fixed minima beginning with SO cents and increasing 5 cents each 
year until the minimum wage reached $1.05. A higher rate not in excess of 
$1.25 may be prescribed as a result of industry committee recommendations. 
Authority to establish minimum piece rates and to prescribe homework regula- 
tions in Puerto Rico and the Virgin Islands would be continued, 

A new paragraph would provide that a seaman must receive no less than a 
wage equal to compensation at the minimum hourly rate for all hours excluding 
“off duty” periods. 


Method of payment 

Section 3 (b) of the bill would redefine “wage” in section 3 (m) of the act 
to exclude from wages the cost of board, lodging, or other facilities paid to an 
employee if the furnishing of such facilities is an incident of and necessary to 
his employment and such facilities are practically available only from the 
employer. This provision would require the payment of the minimum wage, 
free and clear, to such employees as seamen, meal service employees on common 
carriers, and employees in isolated lumber camps, who cannot as a practical 
matter obtain such facilities other than through the employer. 


Industry committees 

Section 4 of the bill would restore the original requirement under the act that 
the Secretary of Labor appoint industry committees to recommend minimum rates 
of wages as provided in section 5 (a) of the bill. It would continue authority for 
the appointment of industry committees for Puerto Rico and the Virgin Islands 
but would make the appointment of such committees discretionary rather than 
mandatory. 
Wage orders 

Section 7 of S. 662 would amend sections 8 (a) and (c) of the act to provide 
that it is the policy of the act to reach as rapidly as economically feasible the 
objective of a universal minimum wage of $1.50 an hour by means of wage orders 
issued by the Secretary of Labor upon recommendation of industry committees. 
Rates for employees in Puerto Rico and the Virgin Islands would be required 
to conform to section 6 (a) (2) of the act. The language of the suggested amend- 
ment is substantially similar to the language of section 8 of the original act. 


Subminimum wage 


Section 10 of S. 662 would-amend clause 1 of section 14 of the act to remove 
messengers employed in delivering letters and messages from the category of 
employees who may be employed at subminimum wage rates under special certifi- 
cates issued by the Secretary. The 1938 act made allowance for special sub- 
minimum wage certificates for messengers engaged “exclusively” in delivering 
letters and messages, upon a finding by the Administrator that a lower standard 
was necessary to prevent curtailment of employment opportunities. The provi- 
sion was left. intact by the 1949 amendments except that “exclusively” was 
changed to “primarily.” 

At the present time there are no certificates outstanding permitting the em- 
ployment of messengers at subminimum wage rates. 


OVERTIME 
Summary 

S. 662 would require time and one-half the regular rate for hours in excess 
of 8 a day, as well as 40 a week; delete the overtime exemption presently appli- 
cable to employees employed pursuant to an agreement that they shall not be 
employed more than 1,040 hours during any period of 26 consecutive weeks: and 
amend the present exemption for guaranteed wage plans by requiring overtime 
for hours over 10 a day or 48 a week (within the guaranty period) and requiring 
overtime for hours in excess of the guaranty only if they are also in excess of 
Sa day or 40 a week. Under the present act, time and one-half must be paid for 
all hours in excess of 2,080 annually. 

The bill would also delete the overtime exemption for employees subject to 
‘Belo” type contracts (guaranteed weekly employment), and delete authority 
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to exclude certain payments (1) made in the sole discretion of the employer and 
not paid pursuant to a prior contract, agreement or promise, or (2) made pur- 
suant to a bona fide profit-sharing plan or trust or thrift or saving plan, from the 
regular rate in computing overtime compensation. Finally, the bill would re- 
move the Secretary’s authority to permit the computation of overtime compensa- 
tion on an agreed basic rate. 


Standards 


Section 6 (a) of the bill would require compensation at time and one-half the 
regular rate for hours in excess of 8 a day or 40 a week. This overtime require- 
ment is similar to that under the Walsh-Healey Public Contracts Act. 


Guaranteed employment plan 


Section 6 (b) of the bill would delete the overtime exemption in section 7 (b) 
(1) of the act presently applicable to employees employed pursuant to a collec- 
tive bargaining agreement which provides that they shall not be employed more 
than 1,040 hours during any period of 26 consecutive weeks. The 1949 amend- 
ments raised the maximum number of hours permitted without payment of over- 
time compensation from 1,000 to the present 1,040. 

Section 6 (b) would continue the present overtime exemption in section 7 (b) 
(2) of the act for collective bargaining agreements covering a period of 52 con- 
secutive weeks, but would require that employees receive compensation at a 
rate of not less than time and one-half for hours over 10 a day or 48 a week, 
rather than 12 a day or 56 a week, as presently provided. Under the proposed 
amendment time and one-half would have to be paid only for hours in excess of 
the guaranty which are also in excess of 8 a day or 40 a week. Under the act, 
time and one-half must be paid for all hours in excess of 2,080 in the contract 
period. In 1941, the Congress raised the 2,000-hour limitation then imposed in 
section 7 (b) (2) to the present 2,080 hours, and the 1949 amendments made 
substantial changes in 7 (b) (2). 

The proposed amendment would completely revise the statutory basis for 
collectively bargained guaranteed-employment agreements under section 7 (b) 
(2) of the act. The standards for such agreements were revised by the Congress 
in 1941 and substantially in 1{49 in order to encourage wider use of guaranteed- 
employment plans, and there are collectively bargained plans operating success- 
tully under the existing provisions which involve substantial numbers of em- 
ployees. Some of these plans have been in effect under section 7 (b) (2) since 
its original enactment in 1938 and some operated under similar agreements before 
that date. Enactment of the proposals in 8. 662 for a radical revision of the 
statutory standards to be met by these agreements would confront the parties 
with new problems of renegotiation and might operate to discourage the con- 
tinuance of existing plans as well as the adoption of such plans in enterprises 
that do not now have them. The attractiveness of such plans to employees may 
be lessened by the proposed reduction of employee benefits with respect to hours 
worked in excess of 2,080 up to the ceiling of 2,240 hours annually, and new 
problems in devising workable agreements would be created by the bill’s limi- 
tations on flexibility of daily and weekly hours within the guaranty period which 
ure imposed through reducing the nonpremium hours from 12 to 10 per day and 
from 56 to 48 per week. The proposed amendment would also entirely remove 
the statutory basis for any union agreements which may now be in effect under 
section 7 (b) (1). No current agreements under this subsection have been 
reported, however, to the Department of Labor. 

Section 6 (e) of S. 662 would delete the overtime exception in section 7 (e) 
of the act for employees subject to “Belo” type contracts. Pursuant to section 
+ (e), employees who work irregular hours may be paid guaranteed weekly 
amounts if their employers desire to offer them the security of regular weekly 
incomes. Contracts embodying weekly guaranteed wage plans are commonly 
known as Belo contracts. Such plans were held valid by the courts before the 
149 amendments. (See Walling ve A. H. Belo Corp., 316 U. 8S. 624.) They were 
given statutory approval by the 1949 amendments. It is not clear whether the 
bill would restore the 1949 status of such plans by repeal of the limitations placed 
on them in section 7 (e), or whether a repeal of all authority for Belo contracts 
is intended. Among other things, section 7 (e) requires that the employee’s 
duties necessitate irregular and fluctuating hours, specify a regular rate of not 
less than 75 cents an hour- and compensation at not less than one and one-half 
times the regular rate for hours in excess of 40 a week, and provide for a weekly 
guarantee of pay for not more than 60 hours on the rate specified. 
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Section 6 (d) of the bill would delete clauses (a) and (b) of section 7 (d) (3) 
of the act authorizing the exclusion of certain payments from the regular rate 
in computing overtime compensation due under the act. Clause (a) provides 
for the exclusion from the regular rate of certain sums paid in the sole discretion 
of the employer and not paid pursuant to a prior contract, agreement or promise 
Clause (b) provides for the exclusion of certain payments made pursuant to a 
bona fide profit-sharing plan or trust or thrift or savings plans and authorizes 
the Secretary to define these plans or trusts. 

Under the above clauses of the act, profit-sharing plans must presently meet 
the requirements of administrative regulations in order to justify exclusion of 
employers’ contributions when computing reguiar rates under the act for over 
time pay purposes. Under these regulations (29 CFR, 1954 Supp. 549) the plan 
must provide for a definite arrangement, must be reduced to writing, and must set 
forth a formula (not based on quality or quantity of work performed) for ap 
portionment among employees. Regulations have also been issued setting forth 
the requirements for qualifying thrift or savings plans. The effect of the pro 
posed amendment would be to require the inclusion of many of the following 
types of bonuses (which are now excluded) in the regular rate: Christmas 
bonuses, gift bonuses, profit-sharing bonuses paid pursuant to profit-sharing plans 
and trusts, bonuses based on a percentage of an employee’s total wages, both 
straight time and overtime. 


Agreed basie rate 

Section 6 (f) of S. 662 would repeal paragraph (8) of clause (f) of section 7 
of the act, authorizing the Secretary to permit the computation of overtime com- 
pensation on an agreed basic rate. There are various types of situations which 
lend themselves to a basic rate agreement. Proposed regulations setting forth 
the requirements for agreed basic rates under this section were published in the 
Federal Register. Comments and suggestions were received, and it is anticipated 
that revised regulations will be issued in the near future. 


CHILD LABOR 


Section 8 of the bill would amend section 12 (¢) of the act to add a prohibition 
against the employment by an employer engaged in any activity affecting com 
merce of oppressive child labor in or about any establishment where he is so 
engaged. The discussion herein under the heading “Coverage” is pertinent 
here. 

Section 9 of the bill would amend section 15 (c¢) of the act to restrict the 
agricultural exemption from the child-labor provisions of the act to those 
employees who are exempt under the agricultural exemption of 18 (a) (6). 
Under the present provision, the child-labor prohibitions do not restrict employ- 
iment of children in agriculture outside of school hours for the school district 
where the children are living. The present language prohibiting child labor in 
agriculture during school hours was provided by the 1949 amendments. The 
proposed amendment would add the additional requirement that the exception 
from the child-labor requirements would not apply unless the employee is 
exempt from the minimum-wage and overtime provisions under the agricultural 
exemption of section 13 (a) (6), thus restricting the employment of child labor 
on industrialized farms. 

Section 9 would also eliminate the exemptions from the child-labor requirements 
for employees engaged in the delivery of newspapers to the consumer. This 
exemption was incorporated in the act as section 13 (d) by the 1949 amendments. 


EXEMPTIONS 
Summary 

S. 662 would delete the following minimum-wage and overtime provisions now 
contained in the act: Employees employed in processing goods in retail establish 
ments; employees of small newspapers: employees of local transit companies; 
employees engaged in processing and handling of agricultural and dairy products; 
switchboard operators in small public-telephone exchanges; employees of taxi 
cab companies; employees of telegraph offices in retail establishments: seamen 
on American vessels; employees engaged in small-scale lumbering and forestry 
operations; employees employed in a local retailing capacity: and employees 
engaged in delivery of newspapers to the consumer. 
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The minimum wage and overtime exemptions for employees employed in an 
executive, administrative, or professional capacity; for retail and service 
establishments; for laundering, cleaning, or repairing establishments; for fish- 
ing and related activities; for seamen; and for agriculture would be restricted. 

S. 662 would also eliminate the present overtime exemptions for employees 
of motor carriers; employees canning fish and related products; outside buyers 
of pouitry, eggs, milk, and cream; the 14-workweek overtime exemption for 
seasonal industries; and the overtime exemption for certain processing of agri- 
cultural, dairy, and livestock products. 

It would restrict the present overtime exemption for employees of employers 
subject to the provisions of part I of the Interstate Commerce Act to employees 
of express companies, sleeping-car companies, refrigerator-car Companies, and 
carriers by railroad. 

Seasonal industries and agricultural processing 


Sections 6 (b), 6 (c) and 9 of S. 662 would delete the 14-workweek overtime 
exemption in section 7 (b) (3) of the act for seasonal industries, the overtime 
exemption in section 7 (c) for certain processing of agricultural, dairy and 
livestock products, and the minimum wage and overtime exemptions in section 
13 (a) (10) for the handling and preparing of certain agricultural commodities 
within the “area of production,” respectively. 

The bases of these exemptions differ substantially. Exemption under section 
183 (a) (10) depends upon the engagement, within the “area of production” 
as defined by the Secretary of Labor, by the particular employee in one of the 
operations specifically named in the section. Under section 7 (c), exemption 
depends upon the employee’s engagement in a place of employment where his 
employer is engaged in the named operations. In addition, in the case of first 
processing of any agricultural and horticultural commodities not otherwise 
specifically provided for in the subsection, the place of employment must be within 
the “area of production” as defined by the Secretary. Under section 7 (b) (3), 
the exemption is applicable to all employees in any industry or branch of an 
industry found by the Secretary to be of a seasonal nature. Administrative 
difficulties have been experienced in drafting a valid definition of “area” of pro- 
duction” under sections 7 (¢c) and 13 (a) (10) which is competitively equitable. 

The proposed amendments would affect the exemption status of approximately 
900,000 employees. Under the present statutory provisions, approximately 
233,000 employees are exempt from both the minimum wage and overtime pro- 
visions under section 13 (a) (10). Under section 7 (c) of the present act, an 
additional 134,000 employees are exempt throughout the year from the overtime 
requirements of the act. Finally, approximately 525,000 employees are exempt 
partially or completely from the overtime requirements during 14 or 28 work- 
weeks in each calendar year under section 7 (c) (100,000), 7 (b) (3) (125,000) 
or both 7 (¢) and 7 (b) (3) (300,000). 
toricultural labor 


Section 9 of S. 662 would also amend section 13 (a) (6) of the act by limiting 
the agricultural exemption from the minimum wage and overtime requirements 
of the act to employees employed by a farm enterprise which used less than 300 
man-days of hired farm labor during each of the preceding four quarters, other 
than labor performed by members of the family of a farmer-operated enterprise. 
The proposed amendment would also remove the exemption for certain 
irrigation workers. The original act contained an exemption for employees 
employed in agriculture (as defined in section 3 (f)). The 1949 amendments 
added an exemption for employees employed by certain irrigation organizations 
in connection with the maintenance or operation of ditches, canals, etec., which 
the Supreme Court. in the Farmer's Reservoir case (337 U. S. 755), held were 
not exempt as employees employed in agriculture. The effect of the proposed 
amendment would be to remove from the minimum wage and overtime exemption 
of the act these irrigation workers and employees of large industrialized farms. 
In all, approximately 1,800,000 farm workers employed by industrialized farms 
would be made subject to the minimum wage and overtime requirements of the 
act. 

Precutive, administrative and professional emplovees 


Section 9 of S. 662 would amend section 13 (a) (1) of the act to provide that 
employees employed in an executive, administrative, or professional capacity 
must be paid at a rate of $6,000 per annum or more to qualify for exemption 
under definitions issued by the Secretary of Labor. 
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Pursuant to regulations issued by the Department of Labor, exemptions now 
depend upon the nature of the duties performed by the particular employee and, 
in certain instances, upon the salary which he receives. The proposed amend 
ment would limit by its terms the Secretary’s discretion to provide a salary test. 
Jenerally speaking, the Department’s regulations have fixed a weekly salary 
requirement amounting to from $2,860 to $5,200 per annum for executive em- 
ployees and $3,900 to $5,200 annually for administrative and professions! 
employees. 

The total number of executive, administrative and professional employees is 
approximately 4 million. Under the present statute and regulations some 2.» 
million are covered but exempt. The proposed amendments would add substan- 
tially to the number of such employees engaged in covered activities and would 
bring within the minimum wage and overtime pay provisions a relatively larger 
proportion of such employees because the amendment to section 15 (a) (1) 
would limit the exemption to employees with annual salaries of $6,000 or more. 
No estimate of the number of such workers has been made. 

Lmployees employed in a local retailing capacity 

Section 9 of S. 662 would also amend section 13 (2) (1) of the act to delete 
the minimum wage and overtime exemption for employees employed in a local 
retailing capacity. This amendment was contained in the original act and was 
not changed by the 1949 amendments. The effect of the deletion would be to 
remove, from the minimum wage and overtime exemption, approximately 10,000 
employees, including those employed in a warehouse, a factory, cr a nonexempt 
retail or service establishment who are engaged in a local retailing capacity or 
in activities which are immediately incidental to the making of local retail sales. 


Retail or service establishments 


Section 9 of S. 662 would amend section 13 (a) (2) of the act to delete the deti- 
nition of a retail or service establishment and to limit the minimum wage and 
overtime exemption to employees in an establishment of an employer having four 
or less establishments which have a total annual volume of sales or servicing 
of not more than $500,000. 

The original act contained an exemption for employees engaged in any retail or 
service establishment the greater part of whose selling or servicing is in intra- 
state commerce. This was amended in 1949 to provide an exemption for em- 
ployees employed by any retail or service establishment, and to limit the per- 
centage of interstate sales and of goods or services for resale. The principal 
effect of the proposed amendment would be to remove from the exemption em- 
ployees in a retail or service establishment of an employer having more than four 
establishments or whose total business exceeds $500,000 annually. Further, out 
side salesmen, and several other categories of employees employed by an exempt 
retail etablishment, would no longer be exempt since their work is not “in” the 
establishment. On the other hand, other categories of employees such as demon 
strators and traveling auditors, now not exempt because they are not employed 
by a retail establishment, would be exempt whenever they were exclusively 
engaged in a retail establishment in a particular workweek. The definition of 
“retail or service establishment” would, as in the original act, be left to the 
courts, and accordingly the bill, in section 3 (c), deletes section 3 (n) of the act, 
relating to the definition of resale. 

Section 9 of the bill would also amend section 13 (a) (4) of the act to delete 
the exemption from the minimum wage and overtime requirements for employee 
of certain retail establishments processing goods. This exemption was added 
to the act by the 1949 amendments. The effect of the proposed deletion would 
be to remove from the exemption employees of tailor shops, candy shops, ice 
cream stores and other retail establishments that are engaged in making or 
processing of goods. 

Approximately 3,800,000 workers who are employed in retail or service 
enterprises and are either exempt under section 13 (a) (2) or 18 (a) (4) 
cr are not covered would, under the proposed amendments, be subject to the 
minimum wage and overtime provisions of the act. 


Laundering, cleaning or repairing establishments 

Section 9 of S. 662 would amend section 13 (a) (3) of the act to limit the 
minimum wage and overtime exemption in laundering, cleaning or repairing 
establishments to employees of employers having four or less establishments 
which have a total annual volume of sales or servicing of not more than $500,000. 
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The act was amended in 1949 to provide an exemption from the minimunr 
Wage and overtime requirements for employees employed by an establishment 
engaged in laundering, cleaning or repairing clothing or fabrics, provided they 
met certain tests with respect to the percentage of annual dollar volume of 
sales within the State and with respect to customers not engaged in a mining, 
manufacturing, transportation, or communication business. 

The proposed amendment would remove approximately 160,000 employees of 
laundry and dry cleaning establishments from the exemption. However, it 
would in certain cases exempt employees of laundries which derive more than 


25 percent of their revenue from serving industrial customers and interstate 


carriers provided the establishment’s total annual business did not exceed 
$500,000. These latter employees are not within the present exemption. 
Fish and related products 


Section 9 of S. 662 would amend section 13 (a) (5) of the act to eliminate 
the exemption for packing, processing, marketing, storing, freezing or dis- 
tributing of fish and related products. The original act contained a minimum 
wage and overtime exemption generally for the seafood and fishing industry. 
The 1949 amendments removed the minimum wage exemption for fish canning 
and provided a new partial exemption (from the overtime provisions). 

Section 9 would also eliminate this exemption. Canning, as used in the exemp- 
tion. includes all necessary steps performed as an integral part of a continuous, 
speedy and closely integrated series of operations through which seafood is 
placed in containers and hermetically sealed. 

The proposed amendments would remove from the minimum wage and over- 
time exemption of the act some 26,000 employees employed in packing, marketing, 
storing, freezing and other processing, and distributing fish and related products. 
They would also remove approximately 24,000 employees from the present over- 
time exemption for employees engaged in canning fish and other acquatic 
products. 

Local newspapers 


Section 9 of S. 662 would delete the minimum wage and overtime exemption 
in section 13 (a) (8) of the act for employees employed in connection with the 
publication of a newspaper with a circulation of less than 4,000, the major 
part of which circulation is within the county where printed and published 
or counties contiguous thereto. The orginal act contained an exemption for 
such employees, but applied a circulation test of 3,000 in the county where printed 
or published. 

The proposed amendment would affect a total of approximately 32,000 em- 
ployees of small local weekly, semiweekly or daily newspapers. 


Local transportation 


Section 9 of S. 662 would delete the exemption in section 13 (a) (9) of the 
act for employees of street, suburban, or interurban electric railways or local 
trolley or motorbus carriers. (Where the operations of such carriers bring them 
Within the coverage of part I of the Interstate Commerce Act, their employees 
are not exempt under section 13 (a) (9) but come within the scope of section 
13 (b) (2) of the act, under which they are exempt from the act’s overtime 
requirements.) The present exemption has been held not to be applicable to 
employees of an interstate bus carrier or to employees of a feeder line to inter- 
state bus carriers. 

The effect of the proposed amendment would be to remove the minimum wage 
and overtime exemption for approximately 80,000 employees of local transit 
companies. 


Smau telephone exchanges 


Section 9 of the bill would delete the exemption in section 18 (a) (11) of 
the act for switchboard operators employed in a public telephone exchange which 
has not more than 750 stations. The exemption was not contained in the act 
as originally enacted. It was incorporated by an amendment in 1939 and ex- 
empted switchboard operators employed in public exchanges having less than 
500 stations. The 1949 amendments broadened this exemption by raising the 
specified number of stations to not more than 750. 

Elimination of the exemption provision as proposed would affect about 43,000 
switchboard operators of small telephone exchanges. 
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Lmployees of taricab companies 


Section 9 of S. 662 would delete the exemption in section 13 (a) (12) of the 
act for employees of the operators of taxicab businesses. This section was added 
by the 1949 amendments. The exemption has been strictly construed and is held 
applicable only to an establishment plainly and unmistakably engaged in the op- 
eration of taxicabs. 

The proposed amendment would make approximately 20,000 employees of 
elployers operating taxicabs subject to minimum wage and overtime provisions 
of the act. 

/elegraph agencies 

Section 9 of the bill would delete the exemption in section 13 (a) (13) of the 
act for employees of retail or service establishments which handle telegraph 
messages for the public under an agency or contract arrangement with a 
telegraph company. This exemption was written into the statute by the 1949 
amendments. Prior to the amendments, the Administrator held that these 
employees were subject to the act and this position was upheld in Walling v. 
Western Union Telegraph Co. (165 F. 2d 65, certiorari denied, 333 U. S. 662). 
Pursuant to section 183 (a) (13) employees of telegraph agencies are exempt 
if: (1) they work for exempt retail or service establishments, and (2) the 
agency revenue does not exceed $500 monthly. The proposed amendment would 
reniove these employees from the minimum wage and overtime exemption. No 
estimate has been made of their number. 


Seamen 


Section 9 of the bill would delete the exemption in section 13 (a) (14) of the 
act for any employee employed as a seaman and insert (as a new section 13 (a) 
(5>)) an exemption for seamen who are employed on other than American vessels. 
Section 9 would also add, as a new section 13 (b) (3). an overtime exemption 
for employees employed as seamen on American vessels. An individual ordi- 
narily will be regarded as employed as a “seaman” within the meaning of section 
13 (a) (14) if he performs as master, or subject to the authority, direction, 
and control of the master, aboard a vessel operating on navigable waters, service 
rendered primarily as an aid in operating the vessel as a means of transporta- 
tion. Since the work must be maritime in nature, stevedores, longshoremen, 
employees engaged in dredging or similar process, and employees on floating 
equipment engaged in construction of docks, levees, etc., are not generally con- 
sidered “seamen.” It is the service performed by the employee, however, 
rather than the use to which the vessel on which he is employed is put which 
determines whether he is a “seaman” under the act. 

The proposed amendment would remove these employees from the minimum 
wage and overtime exemption provided in section 18 (a) (14) if they are em- 
ployed on American vessels, as defined in new section 3 (n) of the bill, and 
provide an overtime exemption only. Section 3 of the bill would amend section 
> (n) to define “American vessel” as a vessel belonging in whole or in part to 
the United States or in part to the United States or any citizen thereof or any 
corporation created by or under the laws of the United States or which is docu- 
mented or numbered under the laws of the United States. 

The proposed amendment would affect all employees of the shipping com- 
panies who are engaged as seamen in the performance of service which is 
rendered primarily as an aid in the operation of the vesesls as a means of 
transportation, including officers and members of the crew of a ship, such as 
sailors, engineers, firemen, water tenders, oilers, pumpmen, wipers, stewards, 
cooks, and messmen. Such employees number approximately 117,000. 
Forestry and logging operations 

Section 9 of S. 662 would delete the minimum wage and overtime exemption 
in section 13 (a) (15) of the act for employees engaged in small-scale forestry 
and logging operations, now applicable to about 110,000 employees. One of the 
conditions of the exemption, which was included in the 1949 amendments to the 
act. is that the employer have no more than 12 employees engaged in forestry 
and logging operations. 

The proposed amendment would make employees who are engaged in seeding, 
planting, pruning, clearing the ground or brush or trees, felling timber, and 
transporting or moving logs and forestry products to the mill subject to the 
ininimum wage and overtime requirements of the act if they come within the 
coverage provisions of the act. 
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Motor vehicle carriers 

Section 9 of S. 662 would delete the overtime exemption now provided hy 
section 13 (b) (1) of the act for employees with respect to whom the Interstate 
Commerce Commission has the power to establish qualifications and maximum 
hours of service under the Motor Carrier Act of 1935. This exemption, which 
was contained in the original act, applies generally to those employees of motor 
vehicle carriers transporting passengers or property in interstate commerce, 
within the meaning of the Motor Carrier Act, whose duties affect the safety 
of operation of motor vehicles. The Interstate Commerce Commission has 
determined that drivers, drivers’ helpers, loaders, and mechanics are employees 
whose duties affect the safety of operation of motor vehicles. The employees, 
numbering approximately 940,000, would be brought under the overtime pay 
requirements of the act by section 9 of S. 662. 


Outside buyers of poultry, eggs, ete. 


Section 9 would eliminate the overtime exemption provided by section 18 (b) 
(5) of the act of individuals employed as outside buyers of poultry, eggs, cream, 
or milk, in their raw or natural state. This exemption was first added to the act 
by the 1949 amendments. It applies only to “outside” buyers of the specified 
items, the same criteria being used as are used with respect to “outside” sales- 
men. No estimate is available as to the number of such employees. 

Employees of employers subject to the Interstate Commerce Act 

Section 9 of S. 682 would amend the present overtime exemption provided by 
section 13 (b) (2) of the act for employees of employers subject to the provisions 
of part I of the Interstate Commerce Act, to restrict its application to employees 
of express companies, sleeping-car companies, refrigerator-car companies, and 
carriers by railroad. The present exemption, which was contained in the original 
act, applies to employees of common carriers for hire engaged in the transporta- 
tion in interstate commerce, but within the United States, of passengers or 
property by railroad, or rail and water if both mediums are under common 
control or have an arrangement for continuous carriage or shipment, and the 
transportation of oil and other commodities, except water and natural or 
artificial gas, by pipeline or by a combination of pipeline and railroad or by water. 
It exempts the majority of railroad, express companies, and oil pipeline com- 
panies, as well as certain water carriers, from overtime requirements of the act. 
The effect of the proposed amendment would be to preserve the overtime exemp- 
tion for employees of express companies, sleeping-car companies, refrigerator 
companies or carriers by railroad but not for others. Employees of pipelines, in 
particular, would no longer be exempt from overtime under this section. Af- 
fected employees number approximately 22,000. 

Newsboys \ 


The exemption in section 13 (d) from the minimum wage and overtime re- 
quirements of the act for employees engaged in the delivery of newspapers to 
the consumer would be eliminated by section 9 of S. 662. The exemption was 
added by the 1949 amendments. 


ADMINISTRATION AND ENFORCEMENT 


Imprisonment for willful violations 


Section 11 (a) of S. 662 would amend section 16 (a) of the act which permits 
imprisonment for not more than 6 months for willful violations of section 15, 
and the imposition of a fine of not more than $10,000. The act presently restricts 
the imprisonment penalty to persons with prior convictions under the act. The 
effect of the amendment, therefore, will be to permit imprisonment, for not to 
exceed 6 months, of persons convicted as first offenders under the act. The 


amendment would not change the existing provisions for persons with prior con- 
victions under the act. 


Suits by Secretary of Labor 


Section 11 (b) would amend the present provisions of section 16 (c) in three 
important respects. The Secretary’s authority to bring actions for the recovery 
of back wages due employees under the act upon written request of the employee 
would be amended, to authorize the Secretary to bring actions for both the 
amount of compensation due under sections 6 and 7 of the act and an additional 
equal amount as liquidated damages. This would give employees who request 
the Secretary to recover back wages due them the same right to an equal addi- 
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tional amount as liquidated damages now provided by section 16 (b) of the act 
for employees who retain private counsel and prosecute to their own claims. The 
right to liquidated damages would appear to be qualified by section 11 of the 
Portal Act which provides that the court may, in its sound discretion, award no 
liquidated damages if an employer shows to its satisfaction that the act or omis- 
sion giving rise to an action under the act was in good faith and that he had 
reasonable ground for believing that his conduct was not a violation of the act. 

Secondly, section 11 (b) of S. 662 would remove the present limitation which 
restricts the courts’ jurisdiction and the Secretary's authority under section 16 
(c) of the act to those cases involving no issues of law not finally settled by the 
courts. 

Section 11 (b) of the bill would also delete the present reference to the statute 
of limitations contained in section 16 (c) of the act. The combined effect of 
sections 11 (b) and 13 of S. 662 would be to substitute a general 6-year statute 
of limitations for the present 2-year statute of limitations made applicable to 
actions for unpaid wages and liquidated damages by the Portal Act. 

In addition, section 11 (b) would eliminate the present tests provided by sec 
tion 16 (c) and by the Portal Act for determining when an action is commenced 
The new section would simply provide that “Any action arising under the pro 
visions of the Fair Labor Standards Act of 1938, as amended, may be commenced 
within 6 years after the cause of action has accrued.” 

Restitution in injunction proceedings 

Section 12 of S. 662 would amend section 17 of the act by eliminating the ex- 
press provision that no court, in any action brought by the Secretary of Labor 
to restrain violations under the act, bas jurisdiction to order the payment to em 
ployees of unpaid minimum wages or unpaid overtime compensation or additional 
equal amounts as liquidated damages. This express restriction of the court's 
jurisdiction to award back wages in injunctive proceedings was incorporated in 
the act by the 1949 amendments. Removing the restriction will virtually restore 
the provision to its form in the original act, which merely authorized the court 
to restrain violations of the act and made no mention of orders for the payment 
of back wages. 

Prior to the 1949 amendments, a number of courts, including the Court of 
Appeais for the Second Circuit in McComb vy. Frank Scerbo & Sons, Inc., 177 F. 24 
137, had ruled that the provisions of the original act authorizing the issuance 
of injunctions to restrain violations of the act also authorized the courts to issue 
mandatory orders requiring the payment of back wages as a part of injunctive 
relief. A final determination of the question by the Supreme Court was never 
made, however. 

EFFECTIVE DATE 


Section 14 of S. 662 provides that its amendment shall take effect upon the 
expiration of 30 days from the date of its enactment. 





[S. 770, 84th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Fair Labor 
Standards Amendments of 1954”. 


DEFINITIONS 


Sec. 2. (a) Section 3 (j) of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the ‘“‘Act’”’), is amended to read as follows: 

*“(j) ‘Produced’ means produced, manufactured, mined, handled, or in any 
other manner worked on in any State; and for the purposes of this Act an em- 
ployee shall be deemed to have been engaged in the production of goods if such 
employee was employed in producing, manufacturing, mining, handling, trans- 
porting, or in any other manner working on such goods, or in any process or occu- 
pation necessary to the production thereof, in any State.” 

(b) Section 3 of such Act is further amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity necessary to com- 
merce or competing with any activity in commerce, or where the payment of 
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wages at rates below those prescribed by this Act would burden or obstruct or 
tend to burden or obstruct commerce or the free flow of commerce. 

“(q) ‘Hired farm labor’ includes the labor of any person employed on a farm, 
except the labor of the farmer and his immediate family. 

“(r) ‘Farm enterprise’ comprises all tracts of land, whether contiguous or not, 
under one management, located in a county and immediately adjacent counties 
on which any of the operations enumerated in section 3 (f) is carried on. 

“(s) ‘Man-day’ means any day on which hired farm labor is performed.” 


MINIMUM WAGES 


Seo. 8. (a) Section 6 (a) (1) of such Act is amended to read as follows: 
“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer 
who is engaged in any activity affecting commerce shall pay to each of his 
employees employed in or about or in connection with any enterprise where he is 
so engaged, wages at the following rates: 
“(1) Not less than $1.25 an hour; or 
“(2) In the case of any employee in Puerto Rico or the Virgin Islands, not 
less than the rate in effect for such employee prior to the enactment of this 
Act plus an amount equal to the sum by which the rate prescribed in para- 
graph (1) of this subsection exceeds 75 cents an hour: Provided, That upon 
the expiration of one year from the date of enactment of this Act such rate 
shall be not less than such rate plus one-third of the difference between 
such rate and the rate prescribed in paragraph (1), upon the expiration of 
two years not less than such rate plus two-thirds of the difference between 
such rate and the rate prescribed in paragraph (1), and upon the expiration 
of three years not less than the rate prescribed in paragraph (1) of this 
subsection.” 
(b) Such section 6 (a) is further amended by striking out “(2)” and inserting 
in lieu thereof “(3)." 
(c) Section 6 (¢) of such Act is hereby repealed. 


MAXIMUM HOURS 


Sec. 4. (a) Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods 
for commerce, and no employer who is engaged in any activity affecting com- 
merce shall employ any of his employees in or about or in connection with anv 
enterprise where he is so engaged— 

“(1) for a workweek longer than thirty-seven and one-half hours after 
the expiration of the second year from the effective date of this Act; or 
“(2) for a workweek longer than thirty-five hours after the expiration of 
the fourth vear from such date, 
unless such employee receives compensation for his employment in excess of the 
hours above specitied at a rate not less than one and one-half times the regular 
rate at which he is employed.” 

(b) Section 7 (b) of such Act is amended by striking out paragraph (3) 
thereof. 

(ec) Section 7 of such Act is further amended by striking out subsection (c) 
and renumbering the succeeding subsections accordingly. 


WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 5. Section S of such Act is hereby repealed. 


CHILD LABOR PROVISIONS 
Sec. 6. Subsection (¢c) of section 12 of such Act is amended by inserting at the 
end thereof the following : “and no employer who is engaged in any activity affect- 
ing commerce shall employ any oppressive child labor in or about or in connection 
with any enterprise where he is so engaged.” 


EXEMPTIONS 
7. Section 13 of such Act is amended to read as follows: 


13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
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fessional capacity (as such terms are defined and delimited by regulations of 
the Administrator): (2) any employee employed in any retail or service estab 
lishment by an employer having not more than five such establishments and hay 
ing a total annual volume of sales or services of not more than S500,000; (5) any 
employee employed in a hotel or inn having an annual volume of hotel business 
of not more than $500,000; (4) any employee employed in agriculture during any 
calendar quarter, by a farm enterprise which used less than six hundred man 
days of hired farm labor during each of the preceding four quarters; or (0) any 
employee to the extent that such employee is exempted by regulations or orders 
of the Administrator issued under section 14. 

“(b) The provisions of section 7 shall not apply with respect to any employees 
of an employer subject to the provisions of part I of the Interstate Commerce 
Act. 

“(c¢) The provisions of section 12 relating to child labor shall not apply with 
respect to any employee fourteen years of age or over employed in agriculture 
outside of school hours for the school district where such employee is living while 
he is so employed, or to any child employed as an actor or performer in motion 
pictures or theatrical productions, or in radio or television productions. 

“(d) The provisions of sections 6, 7, and 12 shall not apply to any employee 
engaged in the delivery of newspapers to Consumers at their residences. ‘The 
provisions of section 12 shall not apply to any employee otherwise engaged in 
the delivery of newspapers to consumers when such employee is employed out- 
side of school hours for the school district where such employee is living and is 
sixteen years of age or over.” 


LEARNERS, APPRENTICES, AND HANDICAPPED WORKERS 


Sec. 8. Section 14 of such Act is amended to read as follows: 

“Sec. 14. The Administrator, to the extent necessary in order to prevent cur 
tailment of opportunities for employment, shall by regulations or by orders 
provide for (1) the employment of learners, of apprentices, except indentured 
apprentices, and of messengers employed primarily in delivering letters and 
messages, under special certificates issued pursuant to regulations of the Adminis- 
trator, at such wages lower than the minimum wage applicable under section 6, 
but not less than $1 an hour, and subject to such limitations as to time, number, 
proportion, and length of service as the Administrator shall prescribe, and (2) 
the employment of individuals whose earning capacity is impaired by age or 
physical or mental deficiency or injury, under special certificates issued by the 
Administrator, at such wages lower than the minimum wage applicable under 
section 6, but not less than $1 an hour, and for such period as shall be fixed in 
such certificates.” 

PENALTIES 


Sec. 9. (a) The last sentence of section 16 (c) of such Act is amended by 
striking cut the word “two-year” and inserting in lieu thereof the word “four- 
year”, 

(b) Section 6 (a) of the Portal-to-Portal Act of 1947 is amended by striking 
out the word “two” and inserting in lieu thereof the word “four”. 


EFFECTIVE DATE 


Sec. 10. This Act shall take effect upon the expiration of one hundred and 
twenty days from the date of its enactment. 


ANALYSIS OF S. 770, A BILL TO AMEND THE F'atr LABon STANDARDS ACT oF 1938, AS 
AMENDED, AND FOR OTHER PURPOSES 


COVERAGE 


Section 2 of S. 770 would extend the coverage of the act to any employer engaged 
in any activity affecting commerce, which is defined to include “any activity 
necessary to commerce or Competing with any activity in commerce, or where the 
payment of wages at rates below those prescribed by this act would burden or 
obstruct or tend to burden or obstruct commerce or the free flow of commerce.” 
By amendments to sections 6 and 7 the test of coverage of the minimum wage 
and overtime requirements of the act, under the “affecting commerce” provision, 
would be the activities of the employer rather than the activities of the employee 
as under the present act. The minimum wage and overtime provisions would 
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apply to any employee “employed in or about or in connection with any enter- 
prise where” his employer is engaged in an activity affecting commerce. The 
employee test of coverage is retained insofar as engagement in commerce or the 
production of goods for commerce is concernd. 

These amendments would extend the coverage of the act at least as far as 
the statutory coverage of the Labor-Management Relations Act. Because the 
National Labor Relations Board both under the Labor-Management Relations Act 
and under the National Labor Relations Act, set certain criteria defining areas 
over which it would not, as a matter of policy, assert its authority, the coverage 
of the Fair Labor Standards Act under these amendments would appear to extend 
to a substantial number of employers who have never actually been held subject to 
Labor-Management Relations Act. The precise limits of coverage involved in 
these amendments are not possible to predict at this time, because of the differ- 
ence in procedures under the Fair Labor Standards Act and the Labor-Manage- 
ment Relations Act. The latter provides for a statutory board to determine and 
set its own jurisdictional limits, within the terms of the statute, while the former 
is self-executing and the limits of coverage are determining by the courts. Thus, 
court decisions under the Labor-Management Relations Act are helpful but not 
conclusive. 

In addition to the foregoing considerations, the coverage of activities “com- 
peting with any activity in commerce” may go further than even the statutory 
coverage under the Labor Management Relations Act. 

Because of the change from an employee to an employer test it seems probable 
that many employees in establishments of all kinds which may have only a small 
relation to interstate commerce will be covered though they themselves are 
not engaged either in commerce or the production of goods for commerce, so 
long as they are employed in connection with an enterprise which affects 
commerce. 

A further amendment of the coverage provisions changes the definition of 
“produced” in section 3 (j) of the act to restore the language as it was before 
the 1949 amendments. “Any process or occupation necessary to” production 
would be substituted for “any closely related process or occupation directly 
essential to” production. Examples of employees excluded under the 1949 
amendments as not engaged in activities “closely related” and “directly essen- 
tial” to the production of goods for commerce are employees of local window 
cleaning companies doing business with customers engaged in interstate activ- 
ities, employees of local architects who prepare plans for alteration of buildings 
within the State which are used in the production of goods for commerce, etc. 


EFFECT OF THE INCREASED COVERAGE 


As has been indicated, it is difficult to estimate with even reasonable accuracy 
the number of employees who would be brought within the coverage of the act 
by the amendments. Further, it would be of little value to discuss the effect of 
the extension of coverage in a vacuum, i. e., without considering the effect of 
the proposed changes in the exemption provisions of the act. The coverage 
amendments will have no impact on those areas which are technically covered 
by the act but which because of exemptions are not subject to the minimum wage, 
overtime, or child-labor provisions. The details of the bill's proposed changes 
in exemptions will be discussed later. However, for the purpose of considering 
the effect of increased coverage, the following estimates consider also the effect 
of the changes in exemptions. An estimated 19,978,000 workers are not now 
subject to the minimum wage provisions of the act; 13,609,000 of these are not 
covered ; and 6,369,000 are covered but are exempted by section 13 (a). It is 
estimated that 9,430,000 of these 19,978,000 workers would be subject to the 
minimum wage provisions if S. T70 is adopted, but about 7.3 million of the 9.4 
million would be without effective protection if the specific exemptions were not 
changed. The areas affected by the proposed changes in coverage and exemp- 
tions include agriculture (1,300,000 employees), retailing and service trades 
(3,725,000), outside salesmen (1,351,000), hotels and inns (235,000), agricultural 
product processing (233,000), fishing and seafood processing (61,000), seamen 
(117,000), smail logging operations (110,000), small telephone exchanges 
(48,000), small newspapers (32,000), local transit companies (80,000), taxicab 
companies (20,000), construction (1,400,000), wholesaling (242,000), finance, 
insurance and real estate (170,000), mining and manufacturing (101,000), and 
miscellaneous (210,000). These estimates provide a rough indication of the 
magnitude of coverage under the bill, but are subject to a wide margin of error, 
for reasons previously noted. 
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MINIMUM WAGES 


Section 3 of S. 770 would amend section 6 (a) (1) of the act to raise the 
present statutory minimum wage of 75 cents to $1.25 an hour. However, under 
the act as it now stands, the present 75-cent minimum is superseded for Puerto 
Rico and the Virgin Islands by wage orders which special industry committees 
may recommend to the Secretary for his approval. See sections 5, 6, and 8 of 
the present act. Paragraph (2), as renumbered in the bill, would provide 
that 50 cents (the difference between the existing 75-cent minimum and the 
proposed $1.25 rate in the proposed section 6 (a) (1)) be added to each wage 
rate established by the Secretary under the present industry committee pro- 
cedure for industries in Puerto Rico and the Virgin Islands. It also proposes 
that a 3-year step-up be applied there so that the $1.25 rate will become appli- 
cable to all industries in Puerto Rico and the Virgin Islands 3 years after the 
new minimum takes effect elsewhere in the United States. The step-up would 
operate by an annual increase of one-third the remaining difference between 
the minimum rate which would take effect upon the enactment of the proposed 
bill and the $1.25 rate. Subsection 6 (¢c) and section 8 of the present act 
{referred to above) would be repealed by sections 3 (c) and 5 of the bill. How- 
ever, the bill fails to repeal expressly the provisions of section 5 of the act 
which pertain to the creation of industry committees for Puerto Rico and the 
Virgin Islands. 

MAXIMUM HOURS 


Section’ 4 of the bill would substitute for the present section 7 (a) of the 
act, which provides a standard maximum workweek of 40 hours after which 
time-and-one-half overtime compensation must be paid, a new section 7 (a) 
requiring such compensation for work in excess of a 3714-hour workweek after 
the expiration of 2 years from the effective date of the proposed amendments, 
and for work in excess of a 35-hour workweek after the expiration of the fourth 
year from such date. Section 4 of the bill would appear to suspend the act’s 
overtime pay provisions for the first 2 years after its effective date, since its 


proposed revision of section 7 (a) makes no provision for this period. 


CHILD LABOR 


Section 6 of the bill would amend section 12 (c) of the act by the addition 
of a clause at the end which would prohibit an employer engaged in any activity 
affecting commerce from employing any oppressive child labor in or about or 
in connection with any enterprise where he is so engaged. The phrase “in 
connection with any enterprise” would broaden coverage with respect to activi- 
ties “affecting commerce” as distinguished from the existing prohibition limited 
to activities that relate to production or which are an integral part of com- 
merece. It would seemingly-prohibit the minor’s employment in any fashion, 
without regard to the nature or the location of the minor’s particular work, 
if the employer’s enterprise affected commerce. The earlier discussion under 
the coverage heading is also pertinent here. 

Subsection (c) of section 13 of the act now declares that the provisions of 
section 12 relating to child labor shall not apply with respect to any employee 
employed in agriculture outside of school hours for the school district where 
such employee is living while he is so employed, or to any child employed as 
an actor or performer in motion pictures or theatrical productions, or in radio 
or television productions. Section 7 of the bill would amend this exemption 
by the insertion of a minimum age of 14 years for those minors who are 
employed in agriculture outside of school hours. Minors under that age could 
not be employed in agriculture at any time. Unlike S. 662, this bill would 
allow the employment outside school hours of 14- and 15-year-old minors on 
industrialized farms to which the minimum wage and overtime exemptions 
would be inapplicable. 

Subsection (d) of section 13 of the act exempts from the minimum wage, 
overtime, and child-labor provisions employees engaged in the deiivery of news- 
papers to consumers. Section 7 of the bill would amend this provision so as to 
limit the exemption to the delivery of newspapers to the consumer’s residence. 
Further, exemption from only the child-labor provisions would be granted with 
respect to employees engaged in delivery of newspapers to consumers at places 
other than their residences, if the employees are 16 years of age or older and 
if they are employed outside of school hours. This proposed amendment would, 
in effect, permit the payment of subminimum wages and the employment of 
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minors under 16 years of age in the delivery of newspapers provided delivery 
was being made to residences of consumers. When, however, delivery was being 
made to places other than consumers’ residences, the minimum wage and 
overtime-pay requirements would be applicable and the child must be 16 years 
of age or older. The proposed exemption condition requiring in such cases that 
the work be performed outside school hours would apply only to minors 16 and 
17 years of age employed in hazardous occupations such as, for example, motor- 
vehicle driver or helper, in view of the fact that the act does not purport to reg- 
wlate the employment of any other 16- and 17-year-old minors, 


EXEMPTIONS 


Local retailing and outside salesmen 

Section 13 (a) (1), which provides for minimum wage and overtime exemp- 
tions for employees employed in a bona fide executive, administrative, profes- 
sional, or local retailing capacity, or in the capacity of outside salesmen, was 
contained in the original Fair Labor Standards Act of 1938 and remained un- 
changed by the 1949 amendments to the act. Section 7 of the bill would alter 
this exemption by deletion of the phrase “or local retailing capacity, or in the 
capacity of outside salesmen.” * 

it is estimated that these changes would affect approximately 1,351,000 work- 
ers employed as outside salesmen and 10,000 employed in a local retailing ca- 
pacity by nonretail establishments. (For the exemption of retail establish- 
iments, see following subtopic.) 

Retail or service establishments 

Section 7 of S. 770 would amend section 13 (a) (2) of the act to delete the 
definition of a retail or service establishment and to limit the minimum wage 
and overtime exemption to employees in an establishment of an employer hav- 
ing not more than five such establishments which have a total annual volume 
of sales or servicing of not more than $500,000. 

The original act contained an exemption for employees engaged in any retail 
or service establishment the greater part of whose selling or servicing is in 
intrastate commerce. This was amended in 1949 to provide an exemption for 
employees employed by any retail or service establishment, and to limit the 
percentage of interstate sales and of goods or services for resale. The principal 
effect of the proposed amendment would be .to remove from the exemption em- 
ployees in a retail or service establishment of an employer having more than 
five establishments or whose total business exceeds $500,000 annually. Fur- 
ther, outside salesmen, and several other categories of employees employed by 
an exempt retail establishment, would no longer be exempt since their work is 
not “in” the establishment. On the other hand, other categories of employees 
such as demonstrators and traveling auditors, now not exempt because they are 
not employed by a retail establishment, would be exempt whenever they were 
exclusively engaged in a retail establishment in a particular workweek. The 
definition of “retail or service establishment” would, as in the original act, be 
left to the courts. 

Section 7 of the bill would also delete section 13 (a) (4) of the act, which 
exempts from the minimum wage and overtime requirements employees of certain 
retail establishments processing goods. This exemption was added to the act 
by the 1949 amendments. The effect of the proposed deletion would be to remove 
from the exemption employees of tailor shops, candy shops, ice cream stores, and 
other retail establishments that are engaged in making, or processing of goods. 

Approximately 3,725,000 workers who are employed in retail or service enter- 
prises and are either exempt under section 13 (a) (2), 13 (a) (3) (see below), 
or 13 (a) (4) or are not covered would, under the proposed amendments, be 
subject to the minimum wage and overtime provisions of the act. 


Laundering, cleaning, or repairing establishments 

Section 7 of S. 770 would delete section 13 (a) (3) of the act. 

The act was amended in 1949 to provide an exemption from the minimum wage 
and overtime requirements for employees employed by an establishment engaged 
in laundering, cleaning, or repairing clothing or fabrics, provided they met cer- 
tain tests with respect to the percentage of annual dollar volume of sales within 





‘For a discussion of the implications of the bill’s reference to the “Administrator,” see 
Learners, Handicapped Workers, and Apprentices. 
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the State and with respect to customers not engaged in a mining, manufacturing, 
transportation, or communication business. Prior to the 1949 amendments, such 
establishments were exempt only if they met the requirements of section 15 (a) 
(2), and the bill would accomplish the same result. Employees affected have 
been included in the estimate in the preceding subtopic. 


Hotels and inns 


Section 7 of the bill would provide a minimum wage and overtime exemption 
for any employee employed in a hotel or inn having an annual volume of hotel 
business of not more than $500,000. Under both the original act and the 1949 
amendments, such employees would normally have met the tests for exemption 
under section 13 (a) (2), and under the bill, in the absence of this specific pro- 
vision, would be exempt or nonexempt according to whether the tests in section 
13 (a) (2) as proposed were met. This specific exemption, however, would ap- 
pear to be controlling, and the status of such employees would be tested under 
the proposed section 13 (a) (8), which sets a more restrictive test for hotels and 
inns than for other service establishments, rather than under section 13 (a) 


” 


\(-_ 


The nonexempt status of employees of hotels or inns with an annual business 


of $500,000 or more would, it appears, add roughly some 235,000 workers to the 
act’Ss minimum wage and overtime provisions. 
Fishing and seafood processing 

Section 7 of the bill would delete section 13 (a) (5), which currently exempts 
from minimum wage and overtime any employee engaged in the catching, taking, 
harvesting, cultivating, or farming of any kind of fish, shellfish, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life, including 
packing, processing ‘‘other than canning,” marketing, freezing, curing, storing, or 
distributing of such items, or their byproducts. The original act had also con- 
tained a minimum wage and overtime exemption generally for the “canning” 
of seafood and fish. The 1949 amendments, however, removed the canning 
exemption and substituted the present section 13 (b) (4) which exempts from 
overtime only, any employee employed in the canning of any kind of fish, shell- 
fish, or other aquatic forms of animal or vegetable life, or any byproduct thereof. 
Under the bill, this latter section would also be repealed. Accordingly, all em- 
ployees engaged in the activities discussed in this subtopic would be nonexempt. 
Thus, not only would employees engaged in catching fish and seafood, ete., be 
subject to the minimum wage and overtime provisions, but those engaged in 
canning would likewise be subject to those provisions. Canning, under existing 
constructions, includes persons performing any work as an integral part of a 
continuous, speedy, and closely integrated series of operations through which 
fish or seafood is placed in containers and hermetically sealed. 

Approximately 61,000 workers engaged in fishing and in onshore processing of 
fish and fish products would: become nonexempt from the minimum wage and 
overtime provisions, while approximately 24,000 individuals engaged in canning 
fish and fish products would no longer be exempt from the overtime requirements. 


Agricultural labor 


Section 7 of the bill would restrict the exemption for agriculture. Under the 
existing law (sec. 13 (a) (6)), one employed in agriculture or in connection with 
the operation or maintenance of ditches, canals, reservoirs, or waterways, not 
owned or operated for profit, or operated on a sharecrop basis, and which are used 
exclusively for supply and storing of water for agriculture purposes, is exempt 
from both minimum wage and overtime. The act, as originally adopted in 1938, 
contained an exemption from minimum wage and overtime for employees engaged 
in agriculture, as the term “agriculture” was defined in section 3 (f) of the act. 
The 1949 amendments added the exemption for work in connection with ‘the 
operation or maintenance of dikes, canals, ete., which prior thereto, the Supreme 
Court had held, in the Farmer’s Reservoir case, not to be exempt as agricultural 
abor. The bill would remove the 1949 exemption. It would grant an exemption 
from both minimum wage and overtime to any employee employed in agriculture 
during any calendar quarter by a “farm enterprise” which used less than 600 
“man-days” of “hired farm labor” during each of the preceding 4 quarters. This 
would constitute the only exemption for agriculture. 

Under the bill a new section 3 (q) would define “hired farm labor” to include 
labor of persons employed on a farm, other than the farmer and his immediate 
family. Added section 3 (s) would define “man-days” to mean any day on which 
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hired farm labor is performed. ‘Farm-enterprise’” would be defined by a new 
section 3 (r) as comprising all tracts of land, whether contiguous or not, under 
one management, located in a county and immediately adjacent counties, on 
which any of the agricultural activities mentioned in section 3 (f) of the act are 
conducted. 

The effect of the exemption for agriculture would be to subject large farms and 
runches, employing as many as 8 or 9 full-time employees, to the minimum wage 
and overtime provisions of the act. An estimated 1,300,000 employees would be 
affected. 


Seasonal industrics and agricultural processing 


Sections 4 (b), 4 (c) and 7 of S. T70 would delete the 14-workweek overtime 
exemption in section 7 (b) (3) of the act for seasonal industries, the overtime 
exemption in section 7 (c) for certain processing of agricultural, dairy, and 
livestock products and the minimum wage and overtime exemptions in section 
13 (a) (10) for the handling and preparing of certain agricultural commodities 
within the ‘area of production,” respectively. 

The bases of these exemptions differ substantially. Exemption under section 
13 (a) (10) depends upon the engagement, within the “area of production” as 
defined by the Secretary of Labor, by the particular employee in one of the 
operations specifically named in the section. Under section 7 (¢c), exemption 
depends upon the employee’s engagement in a place of employment where his 
employer is engaged in the named operations. In addition, in the case of first 
processing of any agricultural and horticultural commodities not otherwise spe- 
cifically provided for in the subsection, the place of employment must be within 
the “area of production” as defined by the Secretary. Under section 7 (b) (3), 
the exemption is applicable to all employees in any industry or branch of an 
industry found by the Secretary to be of a seasonal nature. Administrative dif- 
ficulties have been experienced in drafting a valid definition of “area of produc- 
tion” under sections 7 (¢) and 13 (a) (10) which is competitively equitable. 

The proposed amendments would affect the exemption status of approximately 
900,000 employees. Under the present statutory provisions, approximately 
233,000 employees are exempt from both the minimum wage and overtime 
provisions under section 13 (a) (10). Under section 7 (c) of the present act, 
an additional 134,000 employees are exempt throughout the year from the 
overtime requirements of the act. Finally, approximately 525,000 employees are 
exempt partially or completely from the overtime requirements during 14 or 28 
workweeks in each calendar year under section 7 (¢c) (100,000), 7 (b) (3) 
(125,000) or both 7 (¢) and 7 (b) (8) (300,000). 


Local newspapers 


Section 7 of S. 770 would delete the minimum wage and overtime exemption in 
section 18 (a) (8S) of the act for employees employed in connection with the 
publication of a newspaper with a circulation of less than 4,000, the major part 
of which circulation is within the county where printed and published or counties 
contiguous thereto. The original act contained an exemption for such employees, 
but applied a circulation test of 3,000 in the county were printed or published. 

The proposed amendment would affect a total of approximately 32,000: em- 
ployees of small local weekly, semiweekly or daily newspapers. 
Transportation 


Section 7 of S. 770 would delete the exemption in section 13 (a) (9) of the act 
for employees of street, suburban, or interurban electric railways or local trolley 
or motorbus carriers. (Where the operations of such carriers bring them within 
the coveage of part I of the Interstate Commerce Act, their employees are not 
exempt under section 13 (a) (9) but come within the scope of section 13 (b) (2) 
of the act, under which they are exempt from the act’s overtime requirements. } 
The present exemption has been held not to be applicable to employees of an 
interstate bus carrier or to employees of a feeder line to interstate bus carriers. 

The effect of the proposed amendment would be to remove the minimum wage 
and overtime exemption for approximately 80,000 employees of local transit 
companies. 

Section 7 of the bill would delete section 183 (b) (1) of the act, which now 
provides an exemption from overtime for employees with respect to whom the 
Interstate Commerce Commission has power to establish qualifications and 
maximum hours of service pursuant to the provisions of section 204 of the Motor 
Carrier Act, 1935. The exemption as originally enacted remained unchanged by 
the 1949 amendments. The repeal would bring within the overtime provisions 
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many employees, such as interstate truckdrivers, drivers’ helpers, loaders, and 
mechanics, whose work affects safety of operation. At the present time, approxi 
mately 940,000 employees are exempted by section 13 (b) (1). 

Section 7 of the bill would delete section 13 (b) (3) of the act, which was added 
by the 1949 amendments, to exempt any employee of a carrier by air subject to the 
provisions of title II of the Railway Labor Act, from the overtime provisions 
Approximately 92,00 workers are so employed. 

Section 7 of the bill deletes section 13 (a) (12) of the act, added by the 1949 
ulmendments, which provides a minimum wage and overtime exemption to any 
employee of an employer engaged in the business of operating taxicabs. This 
exemption now affects approximately 20,000 employees. 


Small telephone exchanges 


Section 7 of the bill would delete the exemption in section 15 (a) (11) of the 
act for switchboard operators employed in a public telephone exchange which 
has not more than 750 stations. The exemption was not contained in the act 
as originally enacted. It was incorporated by an amendment in 1939 and 
exempted switchboard operators employed in public exchanges having less than 
500 stations. The 1949 amendments broadened this exemption by raising the 
specified number of stations to not more than 750. 

Elimination of the exemption provision as proposed would affect about 43,000 
switchboard operators of small telephone exchanges. 


Telegraph agencies 

Section 7 of the bill would delete the exemption in section 13 (a) (13) of 
the act for employees of retail or service establishments which handle telegraph 
messages for the public under an agency or contract arrangement with a 
telegraph company. This exemption was written into the statute by the 1949 
amendments. Prior to the amendments, the Administrator held that these em- 
ployees were subject to the act and this position was upheld in Walling v. 
Western Union Telegraph Co. (165 F. 2d 65, certiorari denied, 333 U. S. 662). 
Pursuant to section 13 (a) (183) employees of teiegraph agencies are exempt 
if (1) they work for exempt retail or service establishments, and (2) the agency 
revenue does not exceed $500 monthly. The proposed amendment would remove 
these employees from the minimum-wage and overtime exemption. No estimate 
has been made of their number. 


Neamen 
Section 7 of the bill would delete the exemption in section 13 (a) (14) of 


the act for any employee employed as a seaman. An individual ordinarily 
will be regarded as employed as a “seamen” within the meaning of section 
13 (a) (14) if he performs as master, or subject to the authority, direction, 
and control of the master, aboard a vessel operating on navigable waters, service 
rendered primarily as an aid .in operating the vessel as a means of transporta- 
tion. Since the work must be maritime in nature, stevedores, longshoremen, 
employees engaged in dredging or similar process, and employees on floating 
equipment engaged in construction of docks, levees, ete., are not generally 
considered “seamen.” It is the service performed by the employee, however, 
rather than the use to which the vessel on which he is employed is put, which 
determines whether he is a “seamen” under the act. 

The proposed amendment would remove these employees from the minimum- 
wage and overtime exemption provided in section 13 (a) (14). It would not, 
as would S. 662, retain the exemption for seamen on vessels other than American 
vessels. 

The proposed amendment would affect all employees of the shipping companies 
who are engaged as seamen in the performance of service which is rendered 
primarily as an aid in the operation of the vessels as a means of transportation, 
including officers and members of the crew of a ship, such as sailors, engineers, 
firemen, water tenders, oilers, pumpmen, wipers, stewards, cooks, and messmen. 
Such employees on American vessels number approximately 117,000. 

Forestry and logging operations 

Section 7 of S. 770 would delete the minimum wage and overtime exemption in 
section 13 (a) (15) of the act for employees engaged in small-scale forestry and 
logging operations, now applicable to about 110,000 employees. One of the condi- 
tions of the exemption, which was included in the 1949 amendments to the act. 
is that the employer have no more than 12 employees engaged in forestry and 
logging operations. } 
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The proposed amendment would make employees who are engaged in seeding, 
planting, pruning, clearing the ground of brush or trees, felling timber, and 
transporting or moving logs and forestry products to the mill subject to the 
minimum wage and overtime requirements of the act if they come within the 
coverage provisions of the act. 


Outside buyers of poultry, eggs, etc. 


Section 7 would eliminate the overtime exemption provided by section 18 (b) 
(5) of the act of individuals employed as outside buyers of poultry, eggs, cream, 
or milk, in théir raw or natural state. This exemption was first added to the 
act by the 1949 amendments. It applies only to “outside” buyers of the speciiied 
items, the same criteria being used as are used with respect to “outside” sales- 
men. No estimate is available as to the number of such employees. 


Learners, apprentices, and handicapped workers 

Section 14 of the existing law provides that the Secretary (who succeeded to 
the Administrator’s functions under the provisions of Reorganizataion Plan No. 
14 of 1950), to the extent neecssary in order to prevent curtailment of oppor- 
tunities for employment, shall by regulations or by orders provide for (1) the 
employment of learners, of apprentices, and of messengers employed primarily 
in delivering letters and messages, under special certificates issued pursuant to 
regulations of the Secretary at such wages lower than the minimum wage ap- 
plicable under section 6 and subject to such limitations as to time, number, 
proportion, and length of service as the Secretary shall prescribe, and (2) the 
employment of individuals whose earning capacity is impaired by age or physical 
or mental deficiency or injury, under special certificates issued by the Secre- 
tary at such wages lower than the minimum wage applicable under section 6 
and for such period as shall be fixed in such certificates. This provision, save 
for a slight change made in 1949 with respect to messengers, and the transfer 
of the Administrator’s functions by the 1950 reorganization plan, was contained 
in the original act in its present form. By the 1949 amendments, the word 
“primarily” was substituted for “exclusively” with respect to messengers. 

Section 8 of the bill would add the term “except indentured apprentices” after 
the word “apprentices” in clause (1) of the existing section, and, in addition, 
would establish $1 an hour as the minimum amount the “Administrator” might 
fix under his power to establish a subminimum wage for this class of employees. 
The effect of inserting the term “except indentured apprentices” would, it 
seems, exclude authority to set subminimum rates for the employment of appren- 
tices employed under a written apprenticeship agreement. The Regulations 
under which this program is presently administered require that all appren- 
tices be employed under written agreements before certificates for the payment 
of subminimum wages can be issued. It appears that the bill, by virtue of the 
proposed exception from the exemption, would necessitate that an apprentice be 
paid the proposed minimum wage of $1.25. 

By its reference to the “Administrator” in this section, and in clause 5 of section 
13 as amended by the bill (sec. 13 (a) (7) of the act), the proposed amendment 
may operate to change Reorganization Plan No. 6 of 1950 (64 Stat. 1263) pursuant 
to Which all authority formerly vested in the Administrator under the act was 
transferred to the Secretary of Labor. (The same question arises in connection 
With section 7 of the bill, where, in amending sec. 13 (a) (1), the bill exempts 
any employee employed in a bona fide executive, administrative or professional 
capacity (as such terms are defined and delimited by regulations of the “Ad- 
ministrator’)). Thus, in all matters, save those relating to learners, apprentices, 
and handicapped workers (and administrative, executive, and professional em- 
ployees), the Secretary apparently would have jurisdiction; while with respect 
to these specified workers, his subordinate, the Administrator, would have the 
statutory responsibility. 

PENALTIES 


Section 16 (c) of the Fair Labor Standards Act (added by the 1949 amend- 
ments) which relates to suits by the Secretary to recover unpaid wage claims of 
employees, and section 6 (a) of the Portal-to-portal Act, which establishes a 
2-year period of limitation for the recovery of such claims, would be amended by 
the proposed bill. Under the proposed bill, the time for bringing suits under the 
Fair Labor Standards Act, as well as under the Walsh-Healey Public Contracts 
Act and the Davis-Bacon Act, would be increased from 2 to 4 years by the con- 
templated change to the Portal Act. 
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EFFECTIVE DATE 
Section 10 provides an effective date 120 days from the date of the bill's 
enactment. 
DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 9, 1955, 
Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DEAR SENATOR HILL: This is with further reference to your request and that of 
Senator Douglas, chairman of your Subcommittee on Labor, for my comments 
on S. 662 and S. 770, which would amend the Fair Labor Standards Act of 1938, 
as amended, 

Under the provisions of 8. 662 and 8S. 770, the general coverage of the act would 
be expanded to include every employer who is engaged in any activity affecting 
commerce and the number and scope of specific exemptions would be reduced. 
The bills would also, among other things, amend section 6 (a) of the act to 
increase the minimum wage from 75 cents to $1.25 an hour. S. 662 would, in 
addition, provide for higher minimum-wage rates (not to exceed $1.50 an hour) 
on an industry basis, if ordered by the Secretary of Labor after recommendation 
by industry committees established pursuant to the bill. 

I am strongly in favor of the general objective of bringing many additional 
workers under the minimum wage. As I made clear in my testimony of April 14, 
1955, before the Subcommittee on Labor, this administration favors a reversal of 
the process of providing a higher minimum wage for fewer workers and believes 
that the Congress should give its consideration to proposals for bringing substan- 
tial numbers of workers now excluded from the protection of a minimum wage 
under its coverage. President Eisenhower has since emphasized this at his press 
conference on April 27, 1955. To further this objective, in my testimony before 
the subcommittee I recommended that consideration be given to the extension 
of minimum-wage protection in line with the purposes of the act to many more 
workers who are in need of it and to groups of employees whose inclusion under 
the minimum wage would remove existing inequities in the act’s coverage and 
exemptions. In this connection I mentioned two specific areas of coverage exten- 
sion in which minimum-wage protection could be made effective for the first time 
for more than 2 million additional workers in enterprises vitally connected with 
the commerce which the present law is intended to cover. I suggested that the 
Congress might wish to give special and particular consideration to these specific 
areas in its examination of the overall problem of coverage extension. I hope 
that the subcommittee will give serious consideration to these recommendations 
and suggestions. 

It is my belief, however, that the coverage proposals in S. 662 and S. 770 
to extend the act throughout:the field of activities affecting commerce go too 
far. Approaching, as they do, the outer limits of Federal power, their adoption 
would result in a sudden expansion of coverage into many large new areas 
of employment that are uncertain in their scope and are neither adequately 
defined in the bills nor susceptible of reasonably precise definition. 

It has been stated in testimony before the subcommittee that the concept 
of coverage proposed in S. 662 and 8S. 770 for the Fair Labor Standards Act is 
similar to that adopted in the Labor-Management Relations Act. However, 
it is important to keep in mind that the resolution of coverage questions under 
the statutory definitions presents entirely different problems under the two acts. 
Under the National Labor Relations Act, as amended by the Labor-Management 
Relations Act, these statutory definitions govern the proceedings authorized 
by the act, which are brought before a board having quasi-judicial authority 
to make individual determinations and an announced policy defining areas over 
which it will not assert jurisdiction. That act, as the Supreme Court pointed 
out in National Labor Relations Board vy. Jones & Laughlin Steel Corp. (2301 
U. S. 1), establishes standards with which the Board must conform, including 
in unfair-labor-practice proceedings the issuance of a complaint, notice, and 
hearing, the receipt of evidence, and the making of findings. The Fair Labor 
Standards Act is, in general, self-executing and provides no such procedure. 

The Fair Labor Standards Act imposes direct statutory day-to-day obligations 
with respect to the payment of wages and observance of child-labor standards 
by the employers who come within its terms. It does not depend for its opera- 
tion on the findings of a board or administrative official and, although) sdmin- 
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istrative interpretations carry weight, the final determination of questions of 
its application is reserved to the courts. Employers subject to the act must 
carry out their obligations each payday when they pay their employees and 
are expected to understand, without the aid of an administrative determination, 
which employees come within the act’s provisions and which do not. The prob- 
lem of complying with these continuing obligations is thus considerably different 
from the problems faced by an employer on the relatively infrequent occasions 
when he may become involved in representation or unfair-labor-practice proceed- 
ings before the National Labor Relation Board or may become concerned with 
other provisions of the Labor-Management Relations Act. In my opinion, there 
is so much dissimilarity between the Fair Labor Standards Act and the Labor- 
Management Relations Act and their respective administrative procedures and 
problems as to make it impracticable and inadvisable to extend coverage on the 
same basis. 

The proposed expansion of the coverage of the act to include all employment 
in activities “affecting” commerce, subject to certain exemptions, is not a new 
proposal. The Congress in 1938 and again in 1949 gave consideration to pro- 
posals for a similar approach to coverage but did not adopt them. The broad 
language of these bills would substitute for more clearly defined lines of coverage 
a criterion which could in many situations require court determinations of the 
law’s application in areas where the boundaries of constitutional power under the 
commerce clause remain undefined. I cannot agree that so nebulous a guide 
to coverage would meet the standards of adequacy and practicability which are 
desirable in a statute applying, as this one does, to an indefinite variety of diverse 
and complicated situations affecting employers and employees in every segment 
of American industry. Also, I strongly urge that the coverage of the act 
not be extended. to include employers engaged in activities “affecting” com- 
merce because I believe it is more important that the Congress provide both 
a reasonable increase in the minimum wage and a correlative and reasonably 
absorbable expansion of coverage to new workers, as the President has recom- 
mended and on a gradual basis as the President has pointed out. 

The proposals in these bills to increase the minimimum wage to $1.25 are, in my 
judgment, similarly unrealistic. In my testimony before your subcommittee 
on April 14 I stated at length the reasons why the administration supports an 
increase to 90 cents an hour and opposes the adoption of the $1.25 figure. 
Figures supplied by the Department to the subcommittee show that half of the 
factory workers in the South and over one-fifth of the factory workers in the 
Northeast earn less than $1.25 an hour. They also show that five-sixths of the 
employees of Southern sawmills and over one-half of the employees in the work- 
clothing industry and in the tobacco stemming and redrying industry are earn- 
ing less than $1 an hour. To set a rate of $1.25 an hour rather than the 90- 
cent rate recommended by President Eisenhower as a floor under wages in 
these industries would confront employers with unprecedented problems of ad- 
justment; and in addition, the increase to more than 90 cents would do less 
than half the job the President has asked of the Congress, because of the bills’ 
unrealistic approach of covering at such a high rate workers who do not have 
even the protection of a 75-cent minimum wage at this time. The information 
and data available to the Department of Labor and furnished to the subcommittee 
provide no basis whatever for concluding that these problems of adjustment 
can be met without substantially curtailing employment contrary to the stated 
objectives of the law. 

As I emphasized in my testimony before the subcommittee, the act’s objective 
to eliminate conditions detrimental to the maintenance of the “minimum stand- 
ard of living necessary for health, efficiency, and well-being of workers” cannot 
be achieved for low-paid workers in need of minimum-wage protection by the 
setting of a minimum rate so high as to cause substantial curtailment of em- 
ployment among them, and the policy statement in the act so recognizes. To 
the extent that the rate is increased to a level that will substantially curtail em- 
ployment and earning power of workers now protected by the 75-cent minimum 
wage, it becomes even more difficult to give minimum-wage protection to the low- 
paid workers who do not now have it and are most in need of it. particularly 
in those industries where the Jack of a minimum wage has permitted the earnings 
of many workers to remain below the level of the present minimum rate. In 
my view the adoption of a $1.25 minimum wage would not only be a strong 
deterrent to the extension of coverage recommended by the President but would 
increase the likelihood of further amendments to bring about contractions of 


coverage in those low-wage areas where minimum-wage protection is most 
needed. 
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There is a clear correlation between the level and the coverage of the minimum 
wage under the act. The act provides a nationwide floor under the wages of 
covered employees. As I emphasized in my testimony, its minimum wage is not 
a prevailing wage and is not a substitute for a collectively bargained rate. It 
follows that attempts to raise this floor to a level so high that the industries em- 
ploying the low-paid workers most in need of a minimum wage will find it ex- 
tremely difficult, if not impossible, to absorb the increase, can only result in 
pressures to remove even more of these industries from the act’s provisions. In 
1949 this was graphically illustrated by the fact that the Congress, in order to 
reach the minimum wage of 75 cents, adopted the expedient of lopping off the 
act’s protection for many workers who were most in need of it by contracting cov- 
erage and increasing exemptions. While the extent of this retraction in numbers 
of workers has never been clearly established, there is no question that it pro- 
duced the inequitable result of providing a minimum-wage increase for those 
less in need of it, many of whom already had protection through collective bar 
raining, at the expense of a substantial number of low-paid workers who most 
needed the help of the wage floor provided them by the act and who were not 
only denied the increase but were deprived by the amendments of the minimal 
tloor under their wages which they previously had. 

The tenor of much of the testimony before the subcommittee makes me appre- 
hensive of the danger that once again this expedient, of restricting coverage in 
order to obtain a higher although less meaningful minimum wage, may be utilized 
to the detriment of those whom the philosophy of the minimum wage is designed 
to protect. If the law’s objective to raise living standards is to be carried out, its 
floor under wages must apply to more, rather than to fewer, American workers 
and must not be set at a level so high as to require either the exemption or the cur- 
tailment of employment of the very workers who are most in need of this pro- 
tection. I must caution again, therefore, that further restriction of coverage to 
achieve higher minimum wages for a few would be an avoidance, not a facing, 
of the problem we have before us of increasing the minimum wage. 

This correlation between the vertical increase in the minimum wage and the 
horizontal spread of its protection must be recognized and dealt with fairly and 
realistically by the Congress if the recommendations of the President are seri- 
ously considered and followed. To present the question schematically—how 
large a vertical rise in the minimum wage can be correlated with a reasonable 
expansion of coverage? The President has said that a gradual approach is 
necessary. 

The conclusion seems inescapable that the act’s objectives would be hindered 
rather than furthered by any adoption at this time of the extreme proposals of 
S. 662 and S. 770 for a vertical increase in the minimum wage to $1.25 an hour 
simultaneously with a horizontal expansion of its coverage to limits so great 
that they approach the borderline of constitutional power. Instead, in arriving 
at an appropriate increase, we should seek a common denominator which will 
provide a reasonable vertical increase for those now covered by the act and permit 
a reasonable horizontal expansion of coverage to groups not now protected, in 
line with the proposals of the President. A reasonable expansion of coverage 
should be based upon existing definitions and concepts of commerce upon which 
the act has been grounded. A fair balance between concern for the employees 
now covered and for groups now excluded within these areas would suggest, as 
the President has made clear, that 90 cents an hour would be a reasonable common 
denominator to make possible the carrying out of the act’s objectives for more 
American workers. 

This Department’s testimony before the subcommittee should adequately cover 
the matter of proposals for revision of the minimum wage provisions applicable 
to Puerto Rico and the Virgin Islands. 

With respect to the provisions of S. 662 and S. 770 which would amend the 
overtime and exemption provisions of the act, detailed analyses by the Depart- 
ment of Labor of these proposals, including data regarding the numbers of em- 
ployees affected, are being submitted separately to the subcommittee, to assist it 
in its consideration and evaluation of these bills. I believe that these analyses 
and data will indicate to the subcommittee which of these proposals deserve and 
require the careful study of the committee. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 


JAMES P. MITCHELL, 
Secretary of Labor. 
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[S. 1127, 84th Cong., 1st sess.] 
A BILL To amend the Fair Labor Standards Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the following section of the Fair Labor 
Standards Act of 1938 (52 Stat. 1060), as amended, is hereby amended to read 
as follows: 

“Sec. 3. (c) ‘State’ means any State of the United States, or the District of 
Columbia, Alaska, Hawaii, Virgin Islands, and the Commonwealth of Puerto 
Rico.” 


ANALYsIs oF S. 1127—A Bint To AMEND THE FarR LAsporn STANDARDS ACT OF 
1938, as AMENDED 





S. 1127 would redefine “State” in section 3 (c) to mean any State of the 
United States. or the District of Columbia, Alaska, Hawaii, Virgin Islands, 
and the Commonwealth of Puerto Rico. 

It appears that this bill is intended to restrict the geographical coverage of 
the Fair Labor Standards Act by removing from its application (a) such 
American territory as Guam, American Samoa, Wake Island, and other areas 
not listed in the bill which are under United States sovereignty, (b) the Canal 
Zone, in which by treaty the United States exercises the authority it would 
have if it were sovereign, and (c) leased bases and similar geographical areas 
over which the United States is not sovereign, but which are, under judicial 
authority, “possessions” in which the act applies. 

The proposed amendment to the definition of “State” would only partially 
accomplish its apparent objective of excluding from the act’s coverage work 
performed in the above geographical areas. The proposed amendment would 
exclude employees in these areas to the extent that they are “engaged in the 
production of goods for commerce,” because the act’s definition of “produced” 
in section 3 (j) requires that they be so engaged within a “State” as defined in 
section 3 (ec). The act also covers employees who are “engaged in commerce,” 
however, and its definition of “commerce” in section 3 (b) does not require that 
employees who are so engaged be engaged within any State in the activities 
described in that section. Section 3 (b) states: “ ‘Commerce’ means trade, com- 
merce, transportation, transmission, or communication among the several States 
or between any State and any place outside thereof.” Thus, employees in the 
possessions which the bill would exclude from the definition of “State” would 
remain within the act’s coverage if they were engaged in activities involving 
communieation or relating to the movement of goods, between any “State” and 
the possessions in which they perform their work. 

Tt may be noted that legislation taking a different approach to the adjust- 
ment of the act’s application in these outlying geographical areas was proposed 
as §. 35831 in the latter part of the 2d session of the 83d Congress. 





DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, June 3, 1955. 
Hon. Lister HItt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR SENATOR HILL: This is with further reference to your request for my 
comments on §S. 1127, a bill to amend the Fair Labor Standards Act of 1938, as 
amended. The proposed legislation would limit the application of the act by 
amending the definition of the term “State” in section 3 (e) to mean “any State 
of the United States, ar the District of Columbia, Alaska, Hawaii, Virgin Islands, 
and the Commonwealth of Puerto Rico.” 

I understand that the purpose of this bill is to restrict the geographical cover- 
age of the Fair Labor Standards Act by removing from its application (a) such 
American territory as Guam, American Samoa, Wake Island, and other areas not 
listed in the bill which are under United States sovereignty, (b) the Canal Zone, 
in which by treaty the United States exercises the authority it would have if 
it were sovereign, and (c) leased bases and similar geographical areas over 
which the United States is not sovereign, but, which are, under judicial au- 
thority, “possessions” in which the act applies. 

IT would have no objection to an appropriate statutory exemption from the 
provisions of the Fair Labor Standards Act for employees employed on leased 
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bases and in other geographical areas over which the United States does not 
exercise sovereign rights. However, I believe that employees in certain terri- 
tory over which the United States exercises sovereign authority, such as in 
Guam, American Samoa, and Wake Island, should continue to be included 
within the coverage of the act. I realize that these areas, because of differences 
in economic and social development, may present special problems which are not 
encountered in the application of the act to the continental United States and 
the organized Territories. It might well be that the operation for these areas 
of revised minimum-wage procedures somewhat comparable to those adopted by 
Congress for Puerto Rico and the Virgin Islands in 1940, which are flexible as 
well as sensitive to the demands of changing industrial conditions, would solve 
any special problems arising out of the application of the statutory minimum 
wage and overtime rates there. Proposals for legislation along these lines have 
been under consideration in the executive branch for some time. I understand 
that a proposal of the Department of Defense in this regard will soon be sulb- 
mitted to the Congress. 

Further, S. 1127 could only partially achieve the exemption from the act of the 
possessions which it would omit from the definition of “State” in section 3 (c¢). 
The proposed amendment would exclude employees in Guam, American Samoa, 
the Canal Zone, and the other omitted possessions to the extent thut they are 
engaged in the production of goods for commerce because the act’s definition of 
“produced” in section 38 (j) requires that they be so engaged within a “State” as 
defined in section 3 (c). The act also covers employees who are “engaged in 
commerce,” however, and its definition of “commerce” in section 3 (b) does not 
require that employees who are so engaged be engaged within any “State” in 
the activities described in that section. Thus, employees in the possessions 
which the bill would exclude from the definition of “State” would remain with- 
in the act’s coverage if they were engaged in activities involving communication 
or relating to the movement of goods between any State and the possessions in 
which they perform their work. 

For the above reasons, I would not favor the enactment of S. 1127. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. : 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


[S. 1288, 84th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938 to include in the definition of 
“agriculture” the maintenance and operation of ditehes, canals, reservoirs, and water 
ways when maintained and operated for farming purposes, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That subsection (f) of section 8 of the Pair 

Laboar Standards Act is amended to read as follows: 

“(f) ‘Agriculture’ includes farming in all its branches and among other things 
includes the cultivation and tillage of the soil; dairying; the production, cultiva- 
tion, growing, and harvesting of any agricultural or horticultural commodities 
(including commodities defined as agricultural commodities in section 15 (g) 
of the Agricultural Marketing Act, as amended) ; the raising of livestock, bees, 
fur-bearing animals, or poultry, and practices (including forestry or lumbering 
operations) performed by a farmer or on a farm as an incident to or in conjune- 
tion with such farming operations, including preparations for market, delivery 
to storage or to market or to carriers for transportion to market: and the 
maintenance and operation of ditches, canals, reservoirs, and waterways when 
maintained or operated on a mutual noprofit basis or operated on a sharecrop 
basis and which are used primarily for supply and storing waters for agricultural 
purposes.” 

Sec. 2. Clause (6) of subsection (a) of section 13 of such act is amended by 
striking out the following: ‘or in connection with the operation or maintenance 
of ditches, canals, reservoirs, or waterways, not owned or operated for profit, 
or operated on a sharecrop basis, and which are used exclusively for supply 
and storing of water for agricultural purposes.” 
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Aprit. 4, 1955. 
Hon. LisTeEK HILL, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear SENATOR HILL: This is with further reference to your letter of March 3, 
1955, requesting my comments on S. 1288, a bill “To amend the Fair Labor Stand- 
ards Act of 1938 to include in the definition of ‘agriculture’ the maintenance and 
operation of ditches, canals, reservoirs, and waterways when maintained and op- 
erated for farming purposes, and for other purposes.” 

Section 13 (a) (6) of the act presently provides an exemption from the mini- 
mum wage and overtime provisions of the act for an employee employed “in con- 
nection with the operation or maintenance of ditches, canals, reservoirs, or water- 
ways, not owned or operated for profit, or operated on a share-crop basis, and 
which are used exclusively for supply and storing of water for agricultural pur- 
poses.” S. 1288 would remove this language from section 13 (a) (6) and it would 
amend section 3 (f) by adding the following language to the definition of “agri- 
eulture”: “the maintenance and operation of ditches, canals, reservoirs, and 
waterways when maintained or operated on a mutual nonprofit basis or operated 
on a share-crop basis and which are used primarily for supplying and storing 
waters for agricultural purposes.” 

I am opposed to the enactment of S. 1288. So far as the Department of Labor 
is aware, the present language of section 13 (a) (6) has created no serious prob- 
lem or inequities. The changes proposed by this bill, however, would result in 
irrigation employees being exempted not only from the protection of the mini- 
mum wage and overtime provisions but also from the act’s child labor provisions. 
Section 13 (c) provides that the child labor provisions shall not apply to em- 
ployees employed in “agriculture,” as the term is defined in section 3 (f) of the 
act, outside of school hours for the school district where the child is living while 
employed. By expanding the definition of “agriculture” to include water supply 
and storage activities not now within the term, the bill would thus lessen the 
protection given by the act to children employed in such activities. The enact- 
ment of S. 1288 would mean that a child could be hired to work outside school 
hours in those activities without regard to his age. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 


JAMES P. MITCHELL, 
Secretary of Labor. 





[S. 1487, 84th Cong., 1st sess.] 
A BILL To amend the Fair Labor Standards Act by clarifying definition of “employee,” 
and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203 (e) of title 29, United States 
Code, be amended by inserting before the pericd at the end thereof the following, 
“, but such term does not include (1) any individual who, under the usual com- 
mon-law rules applicable in determining the employer-employee relationship, 


has the status of an independent contractor, or (2) any individual who is not 
an employee under such common-law rules.” 


ANALYSIS OF S. 1487, A Bri To AMEND THE FAIR LABOR STANDARDS ACT OF 1938, 
AS AMENDED 


PROPOSED AMENDMENT 


S. 1487 would limit the present coverage of the act by amending section 3 (e) 
to provide that the term “employee,” as used in the act, would not include “any 
individual who under the usual common-law rules in determining the employer- 
employee relationship, has the status of an independent contractor” or “any 
individual who is not an employee under the common-law rules.” 


THE PRESENT DEFINITIONS 


As now defined in section 3 (e) of the act, an “employee” is “any individual 
employed by an employer,” and “employ” is defined, in section 3 (zg), as including 
“to suffer or permit to work.” “Employer” is defined in section 3 (d) to include 
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“any person acting directly or indirectly in the interest of an employer in relation 
to an employee.” 


SIGNIFICANCE, APPLICATION, AND ORIGIN OF PRESENT DEFINITIONS 


Under the Fair Labor Standards Act, the existence of an employment rela- 
tionship is an essential prerequisite to the application of the minimum wage, 
overtime, and child-labor provisions of the act. The present definition of 
“employee” in section 3 (e) has permitted the courts generally to give an inter- 
pretation to the term which is consistent with the broad social and remedial 
purposes of the act. A more restrictive definition of this term, as proposed in 
the bill, would be in direct conflict with its basic philosophy and adversely affect 
the economic well-being of many workers to whom the act was intended to 
afford protection and who have been held to be entitled to its benefits. 

Bona fide independent contractors have not been considered employees under 
the act, either by the Department of Labor or by the courts. However, the words 
“suffer or permit to work” used to define the term “employ” in section 3 (g) 
were plainly designed to comprehend every worker who “follows the usual path 
of an employee, [and] putting on an ‘independent contractor’ label does not 
take the worker from the protection of the act.” See Rutherford Food Corp. 
v. McComb (331 U. S. 722, 729). 

The act’s definitions provide a clear principle for guidance of employers, admin- 
istrative officials, and others who need to understand the application of the law. 
While it must, like the common-law rules, be applied with due regard to all 
the facts in each of the infinite variety of employment situations found in Amer- 
ican business and cannot provide a precise line of demarcation in all borderline 
cases, its application in most situations has been settled by a long line of judicial 
decisions to a greater extent than would be possible under the conflicting rules 
of the common law. The act’s definitions have the further advantage of adapt- 
ability to variant facts because of their emphasis on the real character of the 
relationship between the parties as opposed to formal tests. The Department 
of Labor’s official statement in part 788, title 29, Code of Federal Regulations, 
section 788.6, illustrates this: 

“The Supreme Court® has made it clear that there is no single rule or test 
for determining whether an individual is an employee or an independent con- 
tractor, but that the ‘total situation controls.’ In general an employee, as 
distinguished from a person who is engaged in a business of his own, is one ‘who 
follows the usual path of an employee’ and is dependent on the business which 
he serves. As an aid in assessing the total situation, the Court mentioned some 
of the characteristics of the two classifications which should be considered. 
Among these are: The extent to which the services rendered are an integral 
part of the principal’s business, the permanency of the relationship, the oppor- 
tunities for profit or loss, the initiative, judgment, or foresight exercised by the 
one who performs the services, the amount of investment, and the degree of 
control which the principal has in the situation. The Court specifically rejected 
the degree of control retained by the principal as the sole criterion to be applied.” 

This statutory language, “to suffer or permit to work,’ was not new, and was 
not adopted without knowledge on the part of the legislators of its broad scope. 
It was taken verbatim from child-labor statutes in force in numerous States 
and from the proposed Uniform Child Labor Law. At the time of the enactment 
of the Fair Labor Standards Act, the phrase “employed, permitted or suffered 
to work” was contained in the child labor statutes of 32 States and the District 
of Columbia. Prior to the use of the “suffer or permit to work” phrase in child- 
labor statutes, State labor commissioners at the turn of the century often found 
that they were unable to obtain effective enforcement of such statutes which 
prohibited the mere “employment” of child labor. Employers often claimed that 
the children at work in their factories were not carried on the payrolls and were 
not “employed” but were merely helping their parents. 

Before the inclusion in the Fair Labor Standards Act of the language, “to 
suffer or permit to work” in the definition of “employ,” the similar language in 
child labor statutes had been interpreted by a number of State supreme courts 
as imposing upon a proprietor a nondelegable responsibility with respect not 
only to children directly employed by him, but also to children whom he suffered 
or permitted to work in his business. (See Commonwealth vy. Hong, 261 Mass. 


5 Rutherford Food Corp. v. McComb (331 U. S. 722) : United States v. Silk (331 U.S. 704) ; 
Harrison v. Greyvan Lines accv U. 8. 704) ; Bartels v. Birmingham (332 U. 8. 126). 














34 AMEND FAIR LABOR STANDARDS ACT OF 1938 


























296, 158 N. E. 759 (1927): People er rel. Price v. Shefficld Farms Slaiwson- 
Decker Co., 225 N. Y. 25, 121 N. E. 474 (1918).) 






APPLICATION OF ACT TO SPURIOUS INDEPENDENT CONTRACTOR RELATIONSHIPS 





The present definitions of “employ” and “employee” have permitted the appli- 
tion of the act to many so-called independent contractual relationships, partner- 
ships and agency, leasing and commission arrangements which were in fact 
spurious and established after passage of the act merely to conceal the existence 
of a real employer-employee relationship. Most of these cases involved indus- 
tries in which homeworkers were used and the lowest wages and working condi- 
tions prevailed, including the deliberate employment of child labor. These 
conditions were brought out in such cases as McComb vy. Homeworkers’ Handi- 
craft Cooperative (176 BF. 2d 6383, certiorari denied, 338 U. S. 900); workers 
designated “independent contractors” were being paid 5 to 13 cents per hour for 
their labor in 1948); Fleming v. Palmer (128 F. 2d 749, certiorari denied, 316 
U. S. 662); Walling v. Twyefort, Inc. (158 F. 2d 944, certiorari denied, 331 U. 8. 
S51), and many others. The courts, pursuant to the present definition in section 
8 (e), have looked behind such devices and permitted the application of the act. 
On the other hand, where the independent contractor relationship was bona fide, 
the courts have sustained the existence of such relationship and held the act to 
be inapplicable. 

EFFECT OF THE 


PROPOSED AMENDMENT 








The full scope of the employment relationship as defined in the act has been 
spelled out in the foregoing and many other decisions of the courts, including 
the Supreme Court of the United States. (See, for example, Rutherford Food 
Corp v. McComb, 331 U. S. 722 (held to be employees) ; Walling v. Portland Termi- 
nal Co., 330 U. S. 148 (held not to be employees).) On the other hand, the Su- 
preme Court has pointed out that the limits of the employment relationship at 
common law are not clearly settled. Actually, because of the “suffer or permit to 
work” definition in the act, and the court decisions on the point, the status of 
employees under the act can more readily be determined than under the ecommon- 
law rules. In addition, the Department of Labor has issued hundreds of opinions 
to attorneys and individual employers on the employment status of individuals in 
specific fact situations. It thus appears that the amendment would, at best, 
not contribute to clarity and simplicity. Determination of status would still 
necessarily depend on the application of rules of law to a multiplicity of indi- 
vidual and varying fact situations. Even giving full credence to statements 
about the uncertainties of the present test, the amendment would merely substi- 
tute a hazy line of demarcation of narrower scope for a less hazy line of demarca- 
tion of broader scope. 

As the Supreme Court has stated: “Few problems in the law have given 
greater variety of application and conflict in results than the cases arising in 
the borderland between what is clearly an employer-employee relationship and 
what is clearly one of independent, entrepreneurial dealing. * * * In short, 
the assumed simplicity and uniformity, resulting from application of ‘common- 
law standards,’ does not exist.” Board v. Hearst Publications (322 U.S. 111, 
121, 122), citing numerous decisions to the same effect. This being true, to 
go back to common-law concepts in determining the employment relationship 
under this act, would almost surely be provocative of needless litigation. It 
is of interest in this connection that from June 14, 1948, the effective date of 
the Gearhart amendment to the Social Security Act (after which S. 1437 is 
patterned), through the end of 1954, approximately 32 decisions were issued 
by the Federal courts involving the definition of “employee” under the Social 
Security Act. During the same period there were six decisions involving the 
“enrtployee” definition under the FLSA. While it is recognized that these 
figures are of limited significance, they suggest that the amendment might 
increase rather than decrease litigation. 

A fair appraisal of the application of the present definitions of the act as com- 
pared with the so-called common-law rules which have varying application from 
State to State and even in the courts of the same State would appear to compel 
the conclusion that the enactment of S. 1487 would disappoint the hopes of any 
who would place reliance on the proposal as a means of ending uncertainty re- 
garding the line of demarcation hetween employees and independent contractors 
under the act. There may be more substance to the belief that groups of workers 
who are now regarded as employees under the act's definitions might be excluded 
if common-law rules are made applicable. 
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The United States Treasury Department has estimated (for the purposes of 
the Social Security Act) that in 1948 there were 1,208,500 “industrial and 
commercial workers (excluding nurses) whose services fall within the twilight 
zone between employee and independent contractors and whose status under the 
common law depends largely upon the form of their employment arrange- 
ments * * *.” (Senate hearings on the Gearhart resolution, p. 6, SOth Cong., 
2d sess.). This total was broken down into 666,000 outside salesinen, 150,000 
taxicab operators, 40,000 industrial homeworkers, 22,000 news vendors, 17,500 
contract loggers, 50,000 truck operators, 10,000 lessee-miners, and a group of 
200,000 made up of journeymen, tailors, contract construction workers and 
tilling-station lessee-operators. The Federal Security Agency estimated that 
there were between 500,000 and 750,000 persons whom that agency deemed 
entitled to benefits under their interpretation of employee status under the Social 
Security Act who would be dropped from benefit entitlements by the so-called 
Gearhart resolution. This resolution enacted in 1948 amended the definition 
of “employee” in the Social Security Act to exclude “(1) any individual who, 
under the usual common-law rules applicable in determining the employer- 
employee relationship, has the status of an independent contractor or (2) any 
individual (except an officer of a corporation) who is not an employee under such 
common-law rules.” * 

The judicial history on the problem and these estimates would indicate that 
the proposed amendment would materially reduce the act’s coverage of workers 
in industries in which the wage rates are lowest and in which the maintenance 
of proper labor standards often depends to a great extend upon protective legis- 
lation. This would be especially true with respect to unorganized workers who 
may be required, as a condition of continued employment, to lend themselves to 
“agreements” which, under common-law rules, would establish independent con- 
tractor, lessee or Similar relationships and thus avoid the application of the 
act. 

As has been made clear, the amendment, if adopted, would substitute common- 
law rules for statutory rules in judging the employment status of individuals in 
the twilight zone between independent contractor and employee status. Effects 
that may be expected from such a change in the act may be summarized as 
follows: 

1. Reduction of coverage.—Large groups of homeworkers, loggers, commission 
agents, and others would no longer be provided the protection of the act. 

2. Evasion facilitated.—Evasion of provisions of the act would become com- 
paratively simple in many instances, through the device of setting up written 
contracts and eliminating direct control (the major criterion of employee status 
under common-law rules) of employees. 

3. Legal confusion.—During the 17-year history of the act, court decisions 
have served to stabilize the status of employees in most industries. Changing 
the employment status provisions now would cause renewed confusion and start 
the inevitable chain of court cases all over again, to the benefit only of those 
desiring such confusion. 

One final point deserves mention, It has been said that the amendment would 
have a desirable effect by bringing the tests of the employment relationship 
under the Fair Labor Standards Act into conformity with common-law tests 
allegedly applicable under the Social Security Act and the National Labor Re- 
lations Act. It is true, as the Supreme Court has recognized, that these acts 
all constitute social legislation designed to benefit similar classes of workers. 
It does not necessarily follow that identical tests of the employment relation- 
ships are suitable or desirable for the several specific purposes sought to be 
achieved by these statutes. In any event, it is not apparent that adoption of the 
amendment would result in uniformity. It is inaccurate to say that the test of 
the employment relationship under the Social Security Act is the common-law 
test. The 1948 Gearhart amendment did make the common-law rules the cri- 
terion, but the Congress in 1950 substantially modified the test. The exclusion 
of “independent contractors” was deleted, and large groups of employees, in- 
cluding commission drivers, homeworkers, and salesmen, were added to the 
definition of employee. The definition was further expanded as to homeworkers 
in 1954. Thus, the Congress, having adopted for the Social Security Act the 
test here proposed for the Fair Labor Standards Act, immediately began broad- 
ening the test. 


1 Subsequently amended in 1950 and 1954 to lessen its restrictive effect substantially. 
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The merits of uniformity are by no means clear. There is some conflict as to 
the extent to which common-law tests are controlling under the National Labor 
Relations Act. The act itself is silent on the point, but at least some court and 

soard decisions appear to rely on common-law tests. If that is the case, it may 

well be an argument against the proposed amendment. The workers who most 
rely on the FLSA for protection, and who most need that protection, are unor- 
ganized. Under common-law tests, large groups of them are denied the pro- 
tection of the right to organize afforded by the National Labor Relations Act. 
This would seem all the more reason not to deny them the protection they now 
have of the basic floor under wages and ceiling over hours provided by the Fair 
Labor Standards Act. 


APRIL 13, 1955. 
Hon. Lister HIL1, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Hitz: This is in further reply to your request for my views on 
S. 1487, a bill “To amend the Fair Labor Standards Act by clarifying the defi- 
nition of ‘employee’, and for other purposes.” 

The bill would amend section 3 (e) of the Fair Labor Standards Act of 1938 
by providing that the term “employee”, as used in the act, would not include 
“any individual who under the usual common-law rules in determining the 
elnployer-employee relationship, has the status of an indenendent contractor” or 
“any individual who is not an employee under the cominon-law rules.” 

Under the Fair Labor Standards Act, the existence of an employment relation- 
ship is an essential prerequisite to the application of the most important pro- 
visions of the act, particularly the minimum wage, overtime and child labor 
provisions. The present definition of “employee” in section 3 (e) has permitted 
the courts generally to give an interpretation to the term which is consistent 
with the broad social and remedial purposes of the act. A more restrictive 
definition of this term would be in direct conflict with its basic philosophy and 
adversely affect the economic well-being of many workers. 

Section 2 (a) (3) of the act declares that substandard labor conditions con- 
stitute “an unfair method of competition in commerce.” An essential requisite 
to the effective establishment of any basic standard is uniformity of application 
to prevent persons with lowest standards from underbidding their competitors. 
The broad definition in section 3 (g) of the term employ—‘to suffer or permit 
to work”’—appears to have been deliberately directed to this end. The com- 
petitive effect of an article produced by an independent contractor-worker is 
no different from that produced by any other worker. See Rutherford Food 
Corp. v. McComb (331 U. 8S. 722): Walling v. Garlock Packing Co. (159 F. 2d 44, 
46, certiorari denied 331 U. S. 820). 

The words “suffer or permit to work” were plainly designed to comprehend 
every worker who “follows the usual path of an employee, [and] putting on an 
‘independent contractor’ label does not take the worker from the protection of 
the act.” See Rutherford Food Corp. v. McComb (331 U. S. 722, 729). This 
statutory language was not new, and was not adopted without knowledge on 
the part of the legislators of its broad scope. It was taken verhatim from 
child labor statutes in force in humerous States and from the proposed uniform 
child labor law. (At the time of the enactment of the Fair Labor Standards 
Act, the phrase “employed, permitted or suffered to work” was contained in the 
child labor statutes of 32 States and the District of Columbia.) 

The present definitions of “employ” and “employee” have permitted the appli- 
cation of the act to many so-called independent contractual relationships, part- 
nerships and agency, leasing and commission arrangements which were in fact 
spurious and established after passage of the Act merely to conceal the existence 
of a real employer-employee relationship. Most of these cases involved indus- 
tries in which homeworkers were used and the lowest wages and working con- 
ditions prevailed, including the deliberate employment of child labor. The 
courts, pursuant to the present definition in section 3 (e), have looked behind 
such devices and permitted the application of the act. On the other hand, where 
the independent contractor relationship was bona fide, the courts have sustained 
the existence of such relationship and held the act to be inapplicable. 

I believe that the proposed amendment would materially reduce the act’s 
coverage of workers in industries in which the wage rates are lowest and in 
which the maintenance of proper labor standards often depends to a great 
extent upon protective legislation. This would be especially true with respect 
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to unorganized workers who may be required, as a condition of continued em- 
ployment, to lend themselves to “agreements” which, under common-law rules, 
would establish independent contractor, lessee, or similar relationships and thus 
avoid the application of the act. 

For the reasons outlined above, I strongly oppose the enactment of S. 1437. 

he Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES P. MITCHELL, 

Secretary of Labor. 


[S. 1447, 84th Cong., Ist sess.] 


A BILL To amend the Fair Labor Standards Act so as to clarify the meaning of the term 
‘outside buyer of poultry, eggs, cream, or milk in their raw or natural state” 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 13 (b) of the Fair Labor Stand 
ards Act of 1938, as amended (29 U. S. C. 213 (b), is amended by adding at the 
end thereof the following new sentence: “An ‘outside buyer of poultry, eggs, 
cream, or milk in their raw or natural state’ means any employee (1) who is 
engaged in buying or soliciting or contracting to buy, or in work incidenta! to 
and in conjunction with buying, soliciting, or contracting to buy, poultry, eggs, 
cream, or milk in their raw or natural state: and (2) who is performing such 
activities away from the plan in which the resulting purchases of these agri- 
cultural commodities are to be processed.” 

DEPARTMENT OF LABOR, 
Office of the Secretary, 
Washington, May 18, 1955. 
The HoNnoRABLE LISTER HILL 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR SENATOR Hitt: This is with further reference to your request of March 17, 
1955, for my comments on S. 1447, a bill “To amend the Fair Labor Standards 
Act so aS to clarify the meaning of the term ‘outside buyer of poultry, eggs, 
cream, or milk in their raw or natural state’.” 

Section 13 (b) (5) of the act presently contains an exemption for such “outside 
buyers.” This term, which is not defined in the act, has been construed in a 
manner consistent with the Regulations of the Department of Labor defining 
the term “outside salesmen,” in accordance with the legislative history of section 
13 (b) (5). (See 81 Cong. Rec. 12535). This section was added in 1949. Pur- 
suant to this interpretation, the section 13 (b) (5) exemption is applicable to 
dairy, egg and poultry buyers who are customarily and regularly employed away 
from their employer’s place of business. It is not applicable, however, to those 
employees who are engaged in buying or soliciting at their employer’s poultry or 
dairy receiving and assembly stations. Apparently, S. 1447 is intended to exempt 
such buyers. 

It would also appear that the proposed amendment is intended to correct a 
situation created by the language of the section 7 (c) exemption, which is ap- 
plicable to “first processing.” Employees of the ordinary receiving stations are 
not exempt under section 7 (c) since they are not engaged in processing opera- 
tions while employees at the main plant of the employer at which first process- 
ing operations are performed are exempt, although performing subsequent and 
more complex operations. 

It seems clear that this proposal represents an effort to remove an inequality 
in the application of the existing law to similarly situated persons. A different 
approach is, of course, taken in those bills before your committee which would 
repeal rather than amend the exemptions in question. I have previously made 
clear to the Subcommittee on Labor, which is considering amendments to the 
act, my belief that the Congress should review the act’s provisions with a view 
to correcting any existing inequities in their application and protecting more, 
rather than fewer, workers by a minimum wage. If upon this review, it should 
be determined that these exemptions from the overtime pay provisions should be 
retained in the act, I would have no objection to an amendment which would 
place employees working in assembly and receiving stations in the same status 
under the exemptions as employees performing similar duties in processing 
plants. However, I believe that, in order to achieve the desired objective and 

























38 AMEND FAIR LABOR STANDARDS ACT OF 1938 





to avoid inconsistencies with other exemptious in the act, there are several 
technical changes which should be made in the proposed language of S. 1447. 
Members of my staff would be happy to furnish the committee with any technical 
assistance that may be desired in this respect. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 

Senator Doveras. Mr. Secretary, we are very glad indeed to welcome 
you here, and I want to congratulate you on one feature in particular. 
You prepared a relatively brief statement, so | suppose that most of the 
discussion will come out after you have presented it. Sometimes we on 
the Hill feel that the administrators downtown—and this is not con- 
fined to this present administration—prepare overlengthy statements 
in order to read the Senators and Congressmen into insensibility and 
get them so fatigued that it is impossible to ask penetrating questions. 
But I want to congratulate you on the brevity of your statement, and 
your obvious desire to cooperate. 
Would you begin, Mr. Secretary. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR 


Secretary Mircnect. Mr. Chairman and Senator Smith, I am 
grateful for this opportunity to present my views on revision of the 
Fair Labor Standards Act. 

The Federal minimum wage for work related to interstate and 
foreign commerce is today an accepted institution in our national 
economy. Among the stated purposes of the Fair Labor Standards 
Act is the elimination of living standards detrimental to the health, 
efficiency, and well-being of workers, from industries engaged in 
commerce or the production of goods for commerce as rapidly as prac- 
ticable, but without substantially curtailing employment or earning 
power. 

It must be recognized from these stated purposes that the act is 
designed to set a nationwide floor under the wage structure of all 
employees who come within its protection. A statutory minimum 
wage under this act is not a prevailing wage and it is not a substitute 
for a voluntarily bargained rate arrived at through employer and 
employee negotiations, 

The floor under wages which the act provides must be arrived at 
so that the minimum wage will be at a level which does not so 
adversely affect the lowest- paid workers as to curtail their employ- 
ment or earning power, contrary to the act’s objectives. 

When economic conditions change, it becomes necessary to reap- 
praise what is considered the acceptable minimum standard of w ages 
under the Federal law and to examine the possibility of moving 
further toward the goals set in the law. Prosperity enjoyed by the 
overwhelming majority of Americans should not blind us to the 
minority of workers of low income. 

This administration seeks a fair and realistic minimum wage. For 
the low-paid employees whose earnings rise when the minimum wage 
is increased, this would mean an important step forward. In highly 
competitive industries it would help toward aliminuting destructive 
competition based on unfair low-wage levels. 
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Over 5 years have passed since the Fair Labor Standards Act was 
amended to establish a 75-cent minimum wage. As a further step 
in carrying out the legislative purpose of eliminating as r: apidly as 
pri acticable substandard labor conditions throughout the Nation, an 
increase to 90 cents an hour for workers protected by the law is now 
needed. 

The coverage of the minimum wage is no less important than the 
amount. There are in the United States an estimated 44 million 
privately employed wage and ay workers. Only 24 million of 
these workers are today protected by the Federal minimum wage. 
A large proportion of those outside the scope of the law are low- — 
unorganized workers, the very employees who are most in need of 
protection. 

I think it is important to keep in mind that the statutory minimum 
wage is intended as a floor under wages, not as a prevailing wage, 
and not as a substitute for collective bargaining or emplover-employee 
negotiations on the amount of pay that is appropriate for work per- 
formed. Accordingly, we should move away from the concept of 
having the law provide progressively higher wage levels for fewer 
and fewer workers. Instead, there should be adopted a program of 
extending coverage to many groups of low- paid workers who are now 
denied its protection. 

The eifectiveness of the act in accomplishing its purposes depends 
upon an adequately broad scope. In the language of the Supreme 
Court, “breadth of coverage was vital to its mission” and “the primary 
purpose * was not [simply] to regulate interstate commerce as 
such” but “to eliminate, as eon as practic.bdle, substandard living 
conditions throughout the Nation. 

One of the reasons for the presently restricted scope of the act is 
that the original act provided numerous specific exemptions, which 
were considered advisable at the time in view of the newness of a 
uniform minimum-wage rate and anticipated administrative or eco- 
nomic difficulties in some businesses. It was also recognized at the 
time of enactment that the act did not extend as far as the power of 
Congress over matters of ‘interstate commerce. Many of the difficul- 
ties anticipated in 1938 and used to justify limitations on or exemp- 
tions from coverage are no longer existing. Accordingly, broader 
coverage is now justified and feasible administratively and econom- 
ically. 

The amendments of 1949 were not entirely consonant with the over- 
all purpose of eliminating substandard living conditions throughout 
the Nation, since actually they reduced and limited the number of 
workers protected by the minimum wage. 

President Eisenhower in his economic report in January of this 
year stated that it would be well for the Congress to consider the ques- 
tion of bringing substantial numbers of workers, now excluded from 
the protection of a minimum wage, under its coverage. He pointed 
out that to ease the process of adjustment a gradual approach to the 
problem will need to be developed. 

I have mentioned the need for Congress to look into the matter of 
expanding the effective coverage of the act, and I will talk more about 
increasing coverage later. First, however, I would like to take up 
with you “the need for increasing the minimum wage for employees 
already covered by the act. 
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I would like to explain the basis of the administration’s proposal 
for a 90-cent minimum wage for employees presently covered by the 
law. 

In 1949, about 1.3 million of the covered workers had earnings of 
less than 75 cents an hour. Now, an equivalent number are being paid 
less than 90 cents. 

Senator Dovenas. Mr. Secretary, I do not want to ask you ques- 
tions of policy during your presentation, but you have now touched 
on an extremely important question of fact on which I am sure the 
committee would like further information. It is obvious from this 
statement that you made a frequency distribution of the number of 
workers now getting less than 90 cents. I wonder if you would sub- 
mit a table which would show the numbers under 90 cents and the 
industries in which they are found, and then if you could submit in 
the same table, or in another one, the numbers getting less than a 
dollar an hour, less than $1.25 an hour. 

Secretary Mircnenn. I believe, Senator, we have most of that infor- 
mation and we propose to submit it. 

Senator Doveras. We have been collecting some material on this 
point, but we want to see whether our information checks with yours. 
Secretary Mircnetn. I believe we are prepared to submit that. 

Senator Doveras. Can you do that rather rapidly ? 

Secretary Mrrcuetn. Yes. 

(The material referred to appears as exhibit C in the statistical 
appendix. ) 

The increase in the cost of living which has taken place since 1949 
has made it necessary to review the adequacy of the 75-cent minimum 
wage. 

Since the Congress increased the minimum wage to 75 cents, the 
Department of Labor’s BLS consumer price index has risen 13 percent. 
A 13-percent increase in the 75-cent minimum wage rate would equal 
approximately 85 cents today. : 

Senator Doveias. May I make a similar request at this point, 
namely, that the Department submit at the earliest possible moment 
tables which will show the increase in the cost of living, or the con- 
sumer price index, taking, ‘first, 1938 as the base when the law was 
originally passed ; second, 1944, when the transitional period was sup- 


posed to have been originally terminated, and, third, 1949, when the 
amendments went into effect ? 


Secretary Mrrcneti. We will do so. 

(The material referred to appears as exhibit E in the statistical 
appendix. ) 

Senator Doveras. Thank you very much. 

Secretary Mircneti. An increase in the minimum rate to 90 cents 
would adjust it to the increase in the cost of living and would permit 
some improvement in the position of the persons protected by the act. 
It is an increase which the industries affected can absorb. 

Neither the original 25-cent minimum wage set in 1938, nor the 75- 
cent rate set in 1949, was intended to represent the rate required to 
carry out fully the purpose of the act to maintain the “minimum stand- 
ard of living necessary for the health, efficiency, and general well-being 
of workers.” Rather, they were intended as steps toward attaining 
this objective. The level of the rate adopted was limited by a second 
objective of the act, to eliminate substandard conditions “without 


0 cohen i le ah dA ete LS OARS NRE eb er 


oS Re 


oe ay peared eal. <li li 


mE Geren Tt, 





CoB toad ny toe = 


5 Mace 


Sou - eae Sie 











. 
| 
. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 4] 


substantially curtailing employment or earning power.” Responsible 
consideration of the problem must include evaluation of the adverse 
consequences equally with the benefits of an increase in the minimum. 

Although there will be substantial increases in the wage levels in 
several of the industries affected, it is now possible to increase the min- 
imum wage rate appreciably without the danger of curtailment of em- 
»nloyment « or other adverse effects. The 15-cent increase recommended 
will bring us closer to the goal of elimination of substandard working 
conditions. Since an increase greater than this would require very 
serious adjustment in some industries, the rate of 90 cents is 
recommended. 

Senator Dovucias. In other words, you are opposed to a wage higher 
than 90 cents an hour? 

Secretary Mrrcue.,. We are recommending an increase to 90 cents. 

Senator Doveras. That is not quite an answer. 

Secretary Mircuety. I have said, sir, that we believe in keeping it 
consonant with the objectives of the act which are to preserve the 
minimum standard of living necessary for health, and so forth, and 
to do so without serious curtailment’ of employment opportunities ; 
that is the reason we recommend 90 cents is because it may be that any 
higher rate would require serious adjustment in some industries. 

Senator Doveras. Do I understand, then, that the answer is that 
you are opposed to a rate higher than 90 cents ? 

Secretary Mrrcnety. In our judgment, Mr. Chairman, we believe 
that 90 cents is the sound economic rate for this purpose. 

Senator Dovenas. Do you believe that $1.25 would be unsound ¢ 

Secretary Mircue.. I do. 

Senator Doveras. Do you believe that $1.15 would be unsound? 

Secretary Mrrcuety. I do. 

Senator Doveras. Do you believe that $1.05 would be unsound? 

Secretary Mrrcnenn. I believe that now you are approaching 
the area of judgment, and our judgment is th: at in keeping with the 
act 90 cents 1s the soundest rate. 

Senator Dovetas. Do you believe that a wage of $1 an hour would 
be unjustified ? 

Secretary Mrrcnett. I believe that the wage of $1 an hour would 

cause very serious adjustment in some industries. 

Senator Doveras. Do you oppose it ? 

Secretary Mircuett. You are asking me am I in favor of 90 cents, 
and I say “Yes.” 

Senator Dovenas. No; I want to find out whether your favoring 90 
cents indicates opposition to a dollar. 

Secretary MircuHett. Yes; I am opposed to a dollar on the basis 
of the arguments I am presenting here. 

Senator Doveras. That is what I want to find out. Thank you. 

Secretary Mrrcnett. A 90-cent minimum wage would result in 
increasing the wages of 1.3 million workers, or about 5 percent of the 
24 million workers subject to the act. About 1 million of these low- 
paid workers are employed in manufacturing industries. The re- 
mainder are scattered among the nonmanufacturing industries gen- 
erally subject to the act, primarily in banking and insurance, whole- 
sale trade, and the communications industries. 

Whether a particular minimum wage level would have adverse eco- 
nomic effects depends primarily on the magnitude of its economic 
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impact on low-wage industries and areas. A 90-cent rate would 
require wage increases for about 500,000 production workers in manu- 
facturing industries in the South, representing about one-fifth of all 
such workers. 

Senator Dovenas. Mr. Secretary, what would be the industries in 
the South where the 500,000 workers are employed ? 

Secretary Mircner.t. We will attempt to furnish at your request 
such a breakdown. 

(The material referred to appears as exhibit A in the statistical 
appendix.) 

Senator Doveras. Could you give it offhand? Would it be textiles? 

Secretary Mrrcnei.. I am not familiar. 

Senator Dovetas. Is it lumber? 

Secretary Mircuett. Lumber would be one of them, yes. A $1 
minimum wage would require wage increases for over 700,000 workers. 

Senator Doveras. 700,000 more or a total of 700,000 4 

Secretary Mrrcne i. A total of 700,000. 

Senator Dovetas. In the South? 

Secretary Mrronett. Yes. And the $1.25 rate would require in- 
creases for nearly 1.3 million, or one-half of all such workers in the 
South. 

These figures suggest the importance of setting a minimum wage 
within the ability of particular industries in low-wage regions to 
absorb the increase. 

In this regard, some knowledge as to the probable effect of increas- 
ing the minimum wage can be obtained by studying the effects of the 
1949 increase to 75 cents. Generally, the 90-cent rate would have : about 
as great an impact on low-wage industries as did the 75-cent rate in 
1949. Any increase which places on employers a requirement. to 

xbsorb a wage cost greater than that required by 90 cents may seriously 
impair the ability ofa competitive industry to adjust to the increase 
in cost. The attention of the subcommittee is directed to the informa- 
tion contained in a number of studies which I will submit to the 
subcommittee. 

Senator Dovetas. Mr. Secretary, in addition to the two sets of 
materials on frequency distribution of wages and earnings, and the 
cost-of-living data for which I have asked, may I request that you 
submit additional material showing the increase in the level of average 
hourly earnings in various industries. and in industry as a whole, 
from 1944 until 1949? 

Secretary Mircnetn. We will provide such information sir. 

(The information referred to appears as exhibit G in the statistical 
appendix. ) 

Senator Smiru. Mr. Secretary, may I ask a question right there? 

Secretary MircHe.yu. Surely. 

Senator Smirn. In this suggested 90-cent rate, does that in your 
judgment adequately reflect the increase in the cost of living from the 
time the 75-cent rate was put in? 

Secretary Mircueiu. It does more than that. The increase in the 
cost of living would bring about a rate of approximately 85 cents, I 
think a little less than 85 cents. 

Senator Dovetas. Is it not also true, Mr. Secretary, that there has 
been a general increase in wages in industry as a whole since 1949? 


is Seka 


" . . ‘4 ’ ae . sie a 
nc i: ag: ea a i A tt TLE LALLA NEN DAE Sean aeRO eis in te Mame PN 











. 


AMEND FAIR LABOR STANDARDS ACT OF 1938 43 


Secretary Mircnentt. There has been a greater increase than that; 
yes, sir. 

Mr. Chairman, the information you request may be in some of the 
studies which we will submit to the subcommittee, and I would like to 
enumerate those that we will submit in addition to those requested. 

The distribution of wage and salary workers, according to status 
under the Fair Labor Standards Act. 

No. 2, factory workers’ earnings, the distribution by straight time 
hourly earnings in April of 1954. 

No. 3, estimates of the impact of 85 cents, 90 cents, and $1 minimum 
wage rates in covered industries, and 

No. 4, the results of the minimum wage increase of 1950. 

We will submit those in addition to those that you have requested, 
sir, 

(The information referred to appears as exhibits B, C, and D in the 
statistical appendix. ) 

Senator Doueuas. In addition, you will furnish material on the cost 
of living, historical material on the cost of living, and on the general 
movement of wage rates? 

Secretary Mircuenti. As you requested, yes. The Department’s 
studies show that a satisfactory adjustment to the 75-cent requirement 
was made. The 75-cent rate resulted in substantial increases in the 
wages of low-paid workers but business was able to absorb the in- 
creases without undue effect on employment opportunities and busi- 
ness mortality. This experience provides assurance that a 90-cent 

rate with an impact of no greater magnitude would be adjusted to in 
an equally satisfactory manner. 

I have mentioned that there are now large groups of employees 
who are not protected by a minimum wage even though they could be 
covered by the act. Some of these groups have never been covered 
and some are specifically exempted. President Eisenhower has said 
in his Economic Report that it would be well for the Congress to con- 
sider the question of bringing substantial numbers of workers now 
excluded from the protection of a minimum w age, under its coverage. 
The Department will be‘glad to supply any information or materials 
of value to the subcommittee which it may wish for such a study. 

There are two areas of possible expanded coverage that I would 
like to talk further about because they seem to be areas to which 
you may wish to give your particular attention and special considera- 
tion. In these areas a broadening of minimum-wage coverage under 
the act would retain in principle the present definition of commerce 
under the act because these areas will be immediately recognized 
as so much dependent upon interstate commerce as to be from anyone’s 
viewpoint a basic and integral part of commerce or the production of 
goods for commerce. The areas to which I refer are multi-State 
enterprises, which have grown vastly in past years, and other busi- 
nesses which engage to a major extent in commerce or in the produc- 
tion of goods for commerce. The close and direct relationship of 
these enterprises to the interstate activities with which the act is 
concerned seems very clear. 

No sound reason appears why the act should not apply throughout 
these businesses whicn are controlled on an interstate basis. The 
claim may rightly be made that industries of such interstate character 
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are already covered under the present language of the act. However, 
coverage of these industries is spotty due to the fact that it is on an 
individual- employee basis rather than on an enterprise basis. 

Many employees in need of a minimum wage who do not now have 
it work in units of the vast interstate department stores, variety stores, 
and grocery chains, nationwide motion-picture theatre chains, inter- 
state hotel systems, and loan companies. 


Senator Dovenas. Mr. Secretary, may I ask a further clarifying 
question : 

Did you say that employees of telephone companies, the American 
i ton & Telegraph Co., for example, should be included ? 

Secretary Mircnety. I believe they are now, sir. 

Senator Doveras. And Western Union? 

Secret ary Mircnen. I believe they are now, sir. 

Senator Doveras. And independent telephone companies should 
not be? 

Secretary Mrrcnei.. I believe, sir, in 1949 there were exempted 
from the act, if I recall rightly, some employees of smaller telephone 
exchanges. I have forgotten the breakoff point, whether it was from 
500 to 750 stations, something like that. 


Tam making these two specific recommendations that the committee 
might especi ially consider. 

Also, in accordance with President Eisenhower's statement that 
we consider how many additional people might be covered as well 
as these, the committee might well look at those special areas that 
were especially exempted in the 1949 act to see whether or not it wishes 
to reconsider those. 

Senator Doveras. But in the main it is the chains, interstate chains? 

Secretary Mircue... I am making specific reference here to inter- 
state chains. 

Senator Doveras. That would be A. & P., Safeway? 

Secretary Mrrcnet.. Yes; variety stores, ‘food chains. 

Senator Doveras. What about units such as Rexall? 

Secretary Mircuety. I don’t know what the organizational makeup 
of Rexall is. I don’t know whether they are individually owned. 

Senator Dovetas. What about ee stations ? 

Secretary Mrrcnei.. There, again, I don’t know whether these are 
multistate operations. 

Senator Doveras. The test is ownership, then ? 

Secretary Mrrcuei.. I would think so. 

Senator Doveias. Not common management ? 

Secretary Mrrcnei.. The test should be ownership and control. 

Senator Doveras. Of course, you may have owner enip diffused and 
control centralized. What are you going to do then? 

Secretary Mrrcnett. Well, T think that is something the committee 
might want to study. These multistate enterprises are basically not 
local or intrastate in most important characteristics, including owner- 
ship. control, financing, management, and personnel policy. Side by 
side with the many neighborhood or “friendly corner merchant” enter- 
prises, and in strong contrast to them, are a relatively few firms oper- 
ating the inter state chains. These few, by virtue of their size, have 
an importance and significance far out of proportion to their numbers. 
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The retail chains provide a good illustration of the point that I 
should like to make. Of the 1.4 million retail firms in the United 

States, only 31,000, or slightly more than 2 percent, are multistate 

enterprises. Yet these interstate chains employ 34 percent of the 

industry’s employees. 

Senator Dova.as. Isn’t it probably true that they do more than 
34 percent of the business / 

Secretary Mircnueti. I don’t know, sir. 

Senator Doveéias. You would normally think that sales per em- 
ployee would be greater in the chains which are larger stores than 
in the corner grocery or corner drugstores / 

Secretary Mircuenti. That may be. 

An establishment owned or directly controlled by an interstate 
chain is a unit of an enterprise whose operations are in the stream of 
interstate commerce and whose labor standards directly affect. inter- 
state standards. The huge size and increasingly diversified operations 
of these enterprises are in a large measure dependent upon the rapid 
and progressive strides made by this Nation in the fields of interstate 
communication and transportation. They are obviously engaged in 
commerce affecting more States than one. Such commerce, under the 
Constitution, is appropriate for regulation by the Federal 
Government. 

The Federal Government should not regulate those enterprises 
which are essentially local in character; this field should be left to 
the States. The small neighborhood grocery, barbershops, drugstores, 
and the small country store, and other small enterprises, are not prop- 
erly subject to Federal legislation. They are traditionally within 
State jurisdiction because they are largely outside the stream of inter- 
state competition. 

In order to expand coverage to interstate enterprises, it would 
be necessary to include specifically in the general coverage any em- 
ployee employed by a business, establishment, or enterprise which is 
part of an interstate enterprise operating business establishments in 
different States. By “interstate enterprise,” I mean any enterprise 
in which business estabhshments under common ownership or finan- 
cial control are operated in more than one State. If employees of 
multistate enterprises are to be given the protection of the minimum 
wage, it would also be necessary to remove outlets of interstate chains 
from the complete minimum wage exemption in the act for retail 
and service establishments. This would give effective minimum wage 
coverage for the first. time to an estimated 2.1 million employees. Of 
these, about 1.7 million are employed in units of interstate chainstore 
enterprises, and an estimated 196,000 of the others are in hotel, motion 

picture, and other interstate service chains. 

These changes would leave unaffected the many retail and service 
establishments that are primarily local in character. Even the largest 
local establishments operating within a State would remain under 
the exemption which now applies to them. Nor would coverage be 
extended to an individually owned and controlled establishment 
merely because it is operating under a franchise from a national 
enterprise or enters into a voluntary arrangement with other inde- 

pendent establishments to purchase or advertise on a group basis. 
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Further, even in the case of multistate retail or service enterprises 
being newly covered, there would be no requirement that they comply 
with the overtime provisions of the act. 

Senator Dovcias, Mr. Secretary, the problem of drafting any such 
regulation as that which you are now making would be very difficult, 


and I wonder if the Solicitor of your Department would submit tech- 
nical language to cover your statement ? 


Secretary Mrrcueti. We would be happy to, sir. 
Senator Dougras. Thank you. 
(The information referred to follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, April 22, 1955. 


wes 


Hon. Pau, H. Dovuctras, 


Chairman, Subcommittee on Labor, Committee on Labor and Public Wel- 
fare, United States Senate, Washington, D.C. 

Dear SENATOR DouGLaAs: When Secretary Mitchell testified last Thursday at 
the hearings on amendments to the Fair Labor Standards Act, your subcommittee 
requested and the Secretary agreed that we would prepare and furnish to you 
some technical amendatory language which would provide for (1) inclusion 
Within the act’s coverage of all employees of multistate enterprises and encer- 
prises engaged to a major extent in commerce or in the production of goods 
for commerce, (2) elimination of the application to employees of multistate 
enterprises of the minimum wage exemptions provided for retail and service 
trades, and (3) inclusion of tips in the computation of the minimum wage of 
service employees whose income customarily depends to a large extent on tips. 

The requested technical language is attached. 

Sincerely yours, 
STuarT ROTHMAN, 
Solicitor of Labor. 
AMENDATORY LANGUAGE FOR THE 


Farr LABOR STANDARDS ACT 





Bringing within general coverage all employees of multi-State enterprises and 


enterprises engaged to a major extent in commerce or the production of goods 
for commerce 


Amend section 3 of such act by adding at the end thereof the following new 
paragraph: 

“(p) The terms in sections 6, 7 
whom these sections apply shall 
deemed to include any 
business, ¢€ 


(a), and 12 (c¢) describing the employees to 
. Without limiting their present application, be 
employee engaged or employed in the activities of any 
stablishment, or enterprise which is a part of an interstate enterprise 
or which is engaged to a major extent in commerce or in the production of goods 
for commerce. For the purposes of this Act, (1) ‘interstate enterprise’ shall 
mean any enterprise in which business establishments under common ownership 
or financial control are operated in more than one State, and (2) a business, 
establishment, or enterprise shall be deemed to be engaged to a major extent in 
commerce or in the production of goods for commerce if such activities account 
for the greater part of its gross annual revenue or of its total annual expenditures 


or of such revenue and expenditures combined, as measured by the dollar volume 
thereof during its preceding fiscal year.” 


Removing exemption from the minimum wage for retail and service 
establishments of interstate enterprises 


Amend section 18 of the act in the following two respects: 
1. Amend that portion of subsection (a) which precedes clause (1) of the 
subsection, to read as follows: 
a) The provisions of sections 6 and 7 shall not apply (except to the extent 

that subsection (e) provides for the application of section 6) with respect to”. 

2. Add at the end of the section a new subsection (e) as follows 

“(e) Nothing contained in clause (2), (3), or (4) of subsection (a) shall 
preclude the application of section 6 in accordance with the provisions of 
section 3 (p) to any employee engaged or employed in the activities of any 
business, establishment, or enterprise which is a part of an interstate enterprise, 
and no such employee shall be deemed to be employed in a bona fide local retailinz 


capacity within the meaning of clause (1) of such,subsection (a) or any 
regulation issued thereunder.” 
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Permitting evaluation of tips as part of the minimum wage in service industries 


Amend section 3 (m) of such act to read as follows: 

“(m) ‘Wage’ paid to any employee includes the value of tips and the reasonable 
cost, as determined by the Secretary, to the employer of furnishing such employee 
with board, lodging, or other facilities (if such board, lodging, or other facilities 
are customarily furnished by such employer to his employees): Provided, 
That the Secretary is authorized to determine the fair value of such facilities and 
tips for defined classes of employees and in defined areas, based on average 
cost to the employer or to groups of employers similarly situated, or average value 
to groups of employees, or other appropriate measures of fair value. Such 
evaluations, where applicable and pertinent, shall be used in lieu of actual 
measure of cost in determining the wage paid to any employee.” 

Secretary Mircuei.. The other area the subcommittee may wish to 
consider involves those enterprises that do most of their business in 
interstate commerce but have some employees who are not subject to 
the act. Although the number of employees in this area is not sub- 
stantial, equity and justice suggest the need for changing the law 
with respect to them. 

The present act limits coverage to employees engaged in interstate 
commerce, or in the production of goods for interstate commerce. This| 
means that some employees working in an interstate establishment 
are covered while others are not. 

This situation is typically found in the case of a wholesale distributor 
who obtains his products entirely from sources outside his State. 
His employees who order and receive goods are covered by the act. 
On the other hand, those engaged in selling and delivering the goods 
within the State may not be covered. 

This unequal treatment creates an injustice to employees. It is also 
unjust to tne fairminded employer who treats all of his employees 
with evenhanded justice with respect to the act’s requirements. He 
is placed at a competitive disadvantage with the employer who limits 
the benfits of the act to some of his employe es. 

Since all of the employees of the establishment are engaged in an 
integrated effort toward furthering an interstate enterprise, the 
statute should treat them alike. 

This objective can only be obtained by including not merely em- 
ployees engaged in commerce or the production of goods for com- 
merce, but “also employees employed by a business establishment or 
enterprise which is engaged to a major extent in commerce or in the 
production of goods for commerce. “Major extent™ could be spe- 
cifically defined on the basis of whether the establishment’s inter- 
state activities account for the greater part of its gross annual revenue 
or of its total annual expenditures or of such revenue and expenditures 
combined, as measured by dollar volume during the preceding fiscal 
year. 

Senator Dovcias. Mr. Secretary, one further clarifying question: 

Do you have any estimates as to how many additional workers will 
be included under cov erage by this second suggestion of yours? 

Secretary Mircne.e. We have that, sir, and there are not too many. 
We will submit the figure. It is not large. 

Senator Doveras. Have you a rough estimate? 

Secretary Mircneti. Probably in the area of 150,000. It is not 
large. 
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Senator Dovenas. Is it not true that where you have an establish- 
ment subject to split coverage with part of the workers under the 
minimum wage law and part not, that in practice the Federal minimum 
is paid for those not covered by it because it is very difficult for a firm 
to pay different wages within the establishment ¢ 

Secretary Mircnety. That may be, sir, but we believe the law should 
correct that inequity and not leave it to the employer. 

I believe the suggested changes such as these two are simple, modest, 
and progressive in nature. I hope that they will be of assistance to 
the subcommittee in its consideration of this important problem. 

This completes my statement. 

Senator Doveras. I should suggest the following ground rules to 
be followed in questions on policy, namely, that the chairman begin 
for 10 minutes, then the ranking Republican member for 10 minutes, 
and then alternate 10 minutes for each member of the committee 
until every member of the committee has had a chance. 

I would like to begin, Mr. Secretary, by asking this question: We 

_ know that the President has recommended a 90-cent minimum wage. 
‘Does this recommendation of yours for the 90-cent minimum wage 
carry with it the enforcement of the administration, or is it simply 
your recommendation ¢ 
Secretary Mrrcneti. What I am stating here in entirety is the ad- 
ministration’s proposal. The entire statement is the administration’s 
proposal. 
¢ Senator Doveras. They are recommending the expanded coverage, 
then ? 

Secretary Mircuetn. That is right. 

Senator Doveias. Now, it is sometimes said by those who are op- 
posed to increases in the minimum wage that the increase in 1949 
was absorbed because of the Korean war and the inflation in prices 
which followed. but that in the absence of such a war or inflationary 
movement it would be much more difficult to absorb the increase now. 

What would you say to that? 

Secretary Mircneti. Well, Mr. Chairman, if you will recall, the 
increase was effective in January 1950, and it is our opinion in the 
department that all of the immediate adjustments necessary to that 
increase had taken place before June and the Korean war. 

Senator Dovaetas. In other words, the war did not break out until 
6 months after the wage went into effect, and during that period 
there was no increase in prices and the raising of the minimum did 
not throw workers out of employment on the first of January, or 
the 6 months thereafter? 

Secretary Mrrcnety. That is our history; yes, sir. 

Senator Doveras. I think there is a great deal to support that 
contention. 

Ts it not also true that when the minimum wage was originally put 
into effect by the 1938 Act prescribing a 25-cent minimum for 1939, 
as I remember, that this was bitterly opposed on the ground that 
it would throw people out of work; and yet, though 1939 was not a 
period of appreciable advancing prices, if indeed they increased at 
all, there was no substantial adverse effect wpon employment ? 

Secretary Mircueiyu. I do not have available such figures. 

Senator Doveras. I wonder if you would go back into the original 
history of the impact of the minimum wage. 
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Secretary Mircueti. If we have such figures. 

Senator Doucias. It is my impression that the inflationary move- 
ment did not start until 1941, and therefore there was a period of at 
least 2 years during which the minimum wage was applied without 
adverse effects on employment. 

Secretary Mircnett. We will submit such history if you wish, 
sir. 

Senator Dovetas. Now, in regard to your recommendation of new 
coverage, would this recommendation ‘possibly result in the chain 
stores breaking up their selling organizations into a large number of 
intrastate chains 

Secretary Mircuet.. I do not believe so, sir. 

Senator Doueéias. Well, why not ? 

Secretary MircHe.L. Well, because I think that the impact of cov- 
erage can be readily borne by these companies without undue hard- 
ship. 

Senator Doueias. Would it not be possible for A. & P., for in- 
stance, to set up 48 State corporations / 

Secretary MircHe... Well, anything is possible, sir. It depends 
upon what you are trying to accomplish, and it seems that the prob- 
lem which you present is of such great magnitude that no company 
would undertake to do it in order to cireumyent this. 

Senator Dovetas. I notice that you think that a 90-cent minimum 
can be absorbed by industry, but that a dollar an hour minimum cannot 
be. I wonder if you would go into further detail 

Secretary MitcHetu. Yes, sir. I believe you have or will have these 
studies. I have here a wage distribution for factory workers in April 
of 1954, and, as I said in my prepared statement, our opinion in the 
Department of Labor is that the impact of the 90 cents would be 
about the same in 1955 as the impact of the 75 cents was in 1950, and 
we have a table here which is a survey of the factory workers in all 
of the regions of the United States, and there are some very sig- 
nificant figures which I would like to point out in the South. 

In considering a Federal minimum wage, it seems to me that you 
have to consider the total Nation, and some of the problems of the 
regions, and you also havé to bear in mind that one of the two major 
objectives of the act is a minimum wage which will not curtail em- 
ployment opportunities. 

Senator DoveLas. Well, have you followed that in connection with 
the Walsh-Healy Act? 

Secretary Mircnett. I believe so, sir. 

Senator Doveias. Haven’t you stood for a nationwide minimum 
wage in connection with the Walsh-Healy Act / 

Secretary Mircuentn.. Yes, and we are standing for a nationwide 
minimum wage here. 

Senator Doueias. In amounts appreciably in excess of amounts paid 
in the South ? 

Secretary Mircnety. The minimum wages which have been deter- 
mined in the past under the Walsh- Healy Act have been after very 
extensive hearings, bearing in mind the record of evidence on all of 
the wages paid ona particular industry basis. 

We are dealing here, as you know, with a minimum wage for all 
industries. 
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May I continue and point out that in the South 20 percent of the 
now covered workers are getting less than 90 cents, 28.2 percent are 
getting less than a dollar, ‘and 50 percent are getting less than $1.25. 

Now, this is only the factory. workers. I would assume that the 
percentage would be as high—we do not have the figures—if all work- 
ers were to be included. For example, this table shows that of the fac- 
tory workers nationwide getting less than $1.25, there are 2,823,000. 
If you include all of the workers, fac tory workers and others covered, 
there would be close to 5 million people out of the 24 million covered 
who are getting less than $1.25. There are over 1,282,000 nationwide 
who are getting less than $1, factory covered workers. 

So in answer to your question, it seems that in taking into consid- 
eration the impact of an increase, the sound impact which can be 
borne by the industries most affected, would indicate that a 90-cent 
rate is the desirable rate. 

Senator Doveras. But if industry adjusted so well to 75 cents in 
1950, might it not also have adjusted very well to 80 cents or 85 cents 
in 1950 and, therefore, adjust to $1 or more in 1955 or 1956, as well as 
it might have adjusted to 80 or 85 cents in 1950 ¢ 

Secretary Mircnett. Of course, Senator, that is a matter of opinion. 
We are going on facts here as to the adjustment. 

Senator Dovenas. Ev ery act is a venture of faith, Mr. Secretary. 

Secretary Mrrcueti. We believe, as I said, based on the past experi- 
ence, that 90 cents is the sound rate, which the President has recom- 
mended to Congress. 

Senator Doveras. Do you have at hand statistics indicating the 
average hourly rates of industry as a whole in 1939 as compared to 
the present ? 

Secretary Mircuen.. At hand here, no; but we will be happy to 
furnish them. 

(The information referred to appears as exhibit G in the statistical 
appendix. ) 

Senator Doveras. If it should be found that the average hourly rate 
has increased at a greater rate than the minimum, wouldn’t that elimi- 
nate your opposition to a rate higher than 90 cents ? 

Secretary Mrrcneiy. Not nec -essarily, because there are many ele- 
ments in the average hourly rate, such as collective bargaining and all 
of the other elements. 

As I have tried to indicate here, what we are considering is a mini- 
mum rate that can be absorbed without undue hardship in the economy. 
The average hourly rate has many elements in it, and the minimum 
rate is not a prevailing rate. TI don’t think, sir, and I am no economist, 
that the relationship is a true one. 

Senator Doverias. So you are really going on the experience of 1949? 

Secretary Mircneit. That is right. 

Senator Doveras. You say, roughly, the 1949 increase was absorbed, 
the 90 cents would be only a little bit higher than the 75 cents, and 
that therefore it could be absorbed, because the percentage now below 


90 cents an hour is about the same as the percentage below 75 cents 
was then? 


Secretary MircHey. In 1950, yes. 


Senator Doveras. How about the production per man-hour, hasn’t 
that been going forward since 1949? 
Sec retary Mrreent. Yes, sir. 
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Senator Dovucias. Hasn't that been increasing by more than 6 per 
cent in the 5 years! 

Secretary Mrrcuei.. Totally, 1 would think so. 

Senator Doveias. You provide a total increase of 6 percent in real 
earnings. Eighty-five cents is needed for the increase in the cost of 
living, and 5 cents is for the real increase in earnings. We have a 
yearly increase in productivity which is normally estimated on an 
hourly basis of somewhere between 3 and 4 percent a year in physical 
goods. 

Now, there is every reason to believe that this is as true of the lower 
wage workers as of the average workers. And it is certainly true that 
there has been such an increase during these last 6 years. 

In view of that increase in productivity which reduces labor costs 
per unit, wouldn't it be safe to go above 90 cents / 

Secretary Mircuei.,. Well, Senator, I do not think that it is reason- 
able to believe, as you stated, that the increased productivity of the 
low paid workers is as great as the average or as great as others. We 
have no figures which would so indicate. 

Senator DoveLas. You mentioned the textile industry and the lum- 
ber industry as two of the examples of low wages, and I suppose you 
would include canning. Hasn’t the increase in productivity in those 
industries been appreciably more than 6 percent in the past 5 years 4 

Secretary Mrreneny.. I don’t know, sir. 

Senator Doveras. Well, you certainly have available figures. 

Secretary Mrrenett. We will endeavor to find out. 

Senator Dovetas. We will check those, too, but 1 would venture to 
guess that it would show a much larger increase than 6 percent. 

Senator Smith, do you have questions ? / 

Senator Smiru. Yes, I have a few, Mr. Chairman. 

I want to get clear, first of all, Mr. Secretary, just exactly what the 
Administration’s S position is. I will just sum it up and if I am wrong 
you correct me: 

In the first place, the amendment I intaoduced for the Administra- 
tion would raise the minimum wage from 75 cents to 90 cents per hour; 
is that correct ¢ é 

Secretary Mircneny.. That is correct. 

Senator Smiru. And the present law contains overtime provisions, 
that is, provisions for a 40-hour week with time and a half for that 
beyond; is that correct ? 

Secretary Mircuexy. For those presently covered, yes. 

Senator Sarrn. Now, you are suggesting an addition to those pres- 
ently covered. You are not asking for any change in the law in those 
respects 

Secretary Mircne... Except for the increase of 15 cents. 

Senator Smiru. Except for the 15-cent increase per hour, there is no 
change, as far as that goes. But in addition you are suggesting an 
amendment apparently to the present exemption provisions of that 
law which would inelude the two categories you mentioned / 

Secretary Mircnett. That is r ight. 

Senator Smiru. One category being what you call the multi-State 
enterprises of which we gener ally speak as chain stores. And the 
other is these businesses some of whose employees are subject to the 
act and some are not ? 
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Secretary Mircueny. Yes. 


Senator Smrru. And your point is that the Administration feels 
those ought to be equalized because they are in the same industry; is 
that correct ? 

Secretary Mrrcneny. I didn’t hear that last one, Senator. 

Senator Smrrn. Your statement is this: That the subcommittee 
may wish to consider those enterprises that do most of their business 
in interstate commerce, but who have some employees who are not 
subject tothe act. You are suggesting that the employees not subject 
to the act be made subject to the act so they get the same rate as the 
others in the industries they are in? 

Secretary Mrrcne.y. That is right. 

Senator Smitu. Now, in these two new suggestions for inclusion you 
are leaving out the 40-hour week. You are not suggesting overtime 
coverage. 

Secretary Mrrenett. Only with relation, sir, to the interstate 
chains. I believe that due to the nature of the business that coverage 
is desirable, but not to provide overtime provisions; that is, for retail 
establishments, but that does not apply 

Senator Smirn. That only applies to the chain stores? 

Secretary Mrrcneiy. Yes. 

Senator Smiru. I wanted to get that straight, so we understand it 
is the multi-State enterprises, the chain stores, where because of the 

nature of the business you recognize that there would have to be eve- 
ning work or Saturday work, or something else, and you don’t think 
it would be proper to. provide for overtime pay for those hours, al- 
though whatever the hourly rate was would apply to those areas; 
is that correct ? 

Secretary Mircnetn. We do not believe it proper at this point 
when first bringing these companies and enterprises under coverage 
to impose by law the requirement of time and a half over 40 hours, 
although I believe that many such enterprises adopt that policy as a 
matter of personnel practice, but as the President in his Economic Re- 
port suggested, the approach to this problem should be a gradual one 
and should be a reverse of the trend. What I am saying is that 
it should be a reverse of the trend that seems to have taken place, which 
has been that as the minimum wage increases, the coverage has de- 
creased. 

It is our belief that the minimum wage should increase, and that the 
coverage should be expanded gradually to include many more thou- 
sands of people who are not now included. 

Senator SmirH. You used in your statement the expression 
“gradual approach.” I gather from that that you figure this is a step 
forward, and you are contemplating further ste 5 he ward ? 

Secretary Mrrcnety. I would or that the Congress would con- 
template further steps forward ; 

Senator Smirn. And that pro ily would have some relation to 
the changes in the cost of living, as the cost of living increases then 
,you figure there might be some further expansion in the minimum 
‘wage? 

Secretary Mrrcneri. Well, in terms of the expansion problem, 
Senator, I don’t believe the cost of living has any great relationship. 
‘ If the law is to do what it was intended to, to help maintain a mini- 
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mum standard of living, then it seems to me that the efforts of the 
Congress should be to expand that law to cover as many people as 
reasonably van be covered, and the two suggestions that we are mak- 
ing we think go a long way toward reversing the trend that has taken 
place and adding some two million-plus people, or giving some two 
million- plus people the protection of the act who do not now have it. 

Senator Smiru. In your statement you apparently included certain 
types of industry which had heretofore been excluded. 


You said: 


Many employees in need of a minimum wage who do not now have it work 
in units of the vast interstate department stores, variety stores, and grocery 
chains, nationwide motion picture theater chains, interstate hotel systems, and 
loan companies. 

Now, I have been asked this question by people who discussed this 
with me, take hotels. Many of the employees in hotels throughout 
the country are employed for a wage, but they get the large part of 
their earnings from what we call “tips,” gratuities. 

Now, would you include within your minimum wage what was the 
estimated overall gratuity that that employee got, or would he get 
that in addition to the minimum wage / 

Secretary Mircnenn. [think that would have to be done. 

Senator Smrrn. You mean you would have to estimate the gra- 
tuities 

Secretary Mitcney. In those industries where such a large portion 
of the income of the employee is gratuity. As a matter of fact, I am 
reminded that New York State, which sets its minimum wage for in- 
trastate activities by an industry committee basis, does that very thing. 

Senator SmirH. It has been suggested to me that the many large 
hotels in the South, for example, where they can have a lot of bell- 
boys, and waiters, and so forth, could put them on this suggested 
minimum wage, and if they didn’t make any provision for the tips they 
got they would be higher paid than the others in the hotel, and it 
would break the hotel in taking on these large numbers of personnel 
where they rely on getting tips. 

I assume that the Department has made a study of that and you 
have probably estimated the average tips per man per year, or per 
hour, of whatever it may be? 

Secretary Mrrcne.. It would be our recommendation that in those 
industries where tips are recognized as a matter of practice to be an 
integral part of the compensation of the employee, the tip should be 
included in estimating the minimum wage or compliance with the 
minimum wage. 

Senator SmirH. Well, [ understand in answer to a question from the 
Chairman that you will probably submit to us your proposal for 
legislative language to take care of the change in the present exemption 
provisions of the existing legislation ; is that the w ay you deal with it ? 

Secretary MrrcHe.u. Yes. 

Senator Sarrru. Well, we will be very glad to have that. I think it 
is important that we have your thinking on that. 

That is all I have, Mr. Chairman. 

Senator Doveias. Senator Allott. 


Senator Atiorr. Thank you, Mr. Chairman, I am just accepting 
your invitation to sit in here. 
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Senator Doveias. We are delighted to have you. 

Would you care to ask questions 4 

Senator Attorr. No, thank you. I think you are both covering the 
subject very adequately. 

Senator DouGcias. Mr. Secretary, you are acquainted with the state- 
ments of family budgets which your Department publishes ¢ 

Secretary MrrcHet. Generally, yes. 

Senator Doveras. In the Monthly Labor Review for May 1952, 
there was an analysis of a modest but adequate budget for four- 
member urban families in 34 cities of the country, which shows that 
estimates ranged from $3,441 in New Orelans to $3,960 >in Washington. 

There has been no decrease in the cost of livi ing since October 1951, 
the general price level has remained approximately stable, but there 
has been a slight increase in consumer prices since then, so these 
figures are slight understatements of the amounts that would be re- 
quired at present. 

If you would take your 90-cents-an-hour wage and multiply it by 
2.000 hours, which would be a full-time year, 50 weeks at 40 hours 
a week; you would come to an income of $1,800. Now, that is only 
slightly over one-half of the minimum required in New Orleans. As 
a matter of fact, 1 would like to correct my statement. The figures 
1 have quoted are simply for goods, rents, and services, and do not 
take into account other personal costs and taxes, so in practice the 
minimum amount for all items in New Orleans was $3,812, and in 
Washington $4,454, so that your $1,800-a-year figure would be less 
than half of the amount required in New Orleans and approximately 
only 40 percent or slightly less of the amount required in Washington. 
This is for a four-member family. 

I wonder if you had anything to say on this point? 

Secretary Mrrcnenn. Well, sir, I think that you have to bear in 
mind that the minimum wage, as I have stated in my statement, has 
another objective, that it should be installed so as not to cause any 
major loss of employment opportunities or business mortality, if T 
may paraphrase it. 

May I point out that im 1952, if you took your 2,000 hours and 
multiplied it by 75 cents, vou would get a lesser sum than by 90 cents, 
and if you took vour 2,000 hours -? un not a good mathema- 
tician—and eutiplied. it by $1 or $1.25, I don’t think you would 
come up to what is the estimated family “ee er for a family of four. 

Senator Dovetas. No, but you would come closer to it. The point 
I would like to make is that your figure is less than half of the 
amount required for a family of four in New Orleans, and only about 
40 percent of the amount required in Washington. 

Secretary Mircne.t. But I would like to point out as I regard the 
objective of the Federal Fair Labor Standards Act, it has a twofold 
objective: One is to help to provide a minimum standard of living 
without—and on the basis of the figures we have, and this to us is 
an important one—without causing serious unemployment and loss of 
employment opportunities. 

Now, at no time in the history of the act has the minimum wage 
established by Congress approached or even nearly approached this 
concept of prov iding a minimum for a family of four. 

Senator Doveras. Well, isn’t it probable a male worker actually 
produces enough to support at least half of the family ? 
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Senator Smitn. Mr. Chairman, I might suggest could the Secretary 
speak a little louder, please ¢ 

Senator Dovueias. There have been complaints from the press that 
both the chairman and the Secretary are speaking too low. 

Secretary Mircneiy. I shall endeavor to raise my voice for both 
the chairman and the committee. 

Senator Dovenas. Well, it is not in anger that you are raising your 
voice, but merely in a desire to be helpful. 

Secretary Mrrcnen a. Oh, certainly; never in anger. 

Senator Dovenas. Go ahead, Mr. Secretary. 

What about this? Isn’t it probable that a man earns enough at 
least to support half the family? 

Secretary Mrrcne.y, I don’t understand, Senator, the point you are 
making, or what you are driving at. 

Senator Dovenas. Well, if it cost $3,612 to support a family of four 
in New Orleans, La., in October 1951, and $4,454 for the same month 
in Washington, and you are only providing for $1,800, whereas a $1 
wage would provide for $2,000, isn’t it probable that a worker will at 
least support half a family ? Or are you saying that he shouldn’t be 
permitted to support half a family ? 

Secretary MircHe.yi. No, of course. 

Senator Doveras. Or should not be helped to support half a family ¢ 

Secretary MrrcneL.. What I am trying to say, Senator, and perhaps 
not too clearly, is that we must bear in mind, and apparently the Con- 
gress in the past has always borne in mind, that the ability to absorb 
an increased wage is a real limiting factor in the setting of the wage, 
and this is evident, very evident, in the action of some of the State 
minimum wage setting activities, and as I said before, the minimum 
wage is not a prevailing wage, it is not a substitute for collective bar- 
gaining, and should not be. It is a minimum floor below which an 
employer may not go; below which an employer may not go. 

Senator Doveras. Well, shouldn’t a man be permitted to support 
at least half a family? Is that too excessive a request ? 

Secretary Mrrcnetyi. Well, sir, with the average hourly—— 

Senator Doveras. If he didn’t support half a family where would 
the human race come from ? 

Secretary Mrrcnety. Well, the evidence in this country seems to be 
that a man’s average weekly wage as of today which is the highest 
we have had in factory employ ment of some $71 plus—— 

Senator Dovetas. Well, all that a dollar an hour will do is to pro- 
vide a minimum wage of a little over half the average. 

Secretary Mrrcneti. But I still say you must bear in mind— 

Senator Doveras. You are keeping him at less than half of the 
average. 

Secretary Mircne.n. But you must bear in mind the ability of the 
economy to absorb it. 

Senator Dovenas. You don’t think the economy can stand a mini- 
mum equi al to half of the average, or slightly over half of the average, 
perhaps 55 percent of the average? 

Secretary Mrrcnety. The average of what ? 

Senator Doveras. The average which you have just quoted to me, 
the average weekly earnings. I am just taking your terms, Mr. 
Secretary. 
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Secretary Mrrcuett. I think you have to consider, Senator, the 
place you are at, w hich is 75 cents, and how far you can go at this time 
in raising that 75 cents without too great a dislocation in some areas of 
this country in employment opportunities, and that has been our con- 
sideration. 

Senator Dovenas. Mr. Secretary, it is a truism that if some people 
fall below the average, others must be above the average; isn’t that 
true? 

Secretary Mirenerx. Yes, [ suppose statistically vou are correct. 

Senator Dovetas. Of course, most believe that their golf game is 
always better than the average game, but there is an element of per- 
sonal bias. If some people are getting only $30 a week, and the aver- 
age is $72, then it follows that the maximum earnings of wage earners 
is very much higher than $72, and probably in many cases around $100. 

What I am trying to get at is whether the heavens would fall in on 
us if we fixed a minimum of, say, 55 percent of the average, and 40 
percent of the appreximate maximum, not the absolute maximum ¢ 

Secretary Mrrcnei.. I am sorry, I must repeat myself, but it seems 
to me in setting a minimum wage ‘the C ongress should bear in mind 

the effect of whatever wage it sets on the various regions of this coun- 
try, and in our opinion a wage higher than 90 cents minimum might 
be difficult, seriously difficult, for the South particularly to absorb. 

Senator Dovetas. Weren’t these same arguments used in 1938 
against an initial 25-cent minimum wage, and against an increase to 
20 cents after a year’ Isat on the subcommittee in 1949. We heard 
the same arguments against the 75-cent minimum wage. 

Secretary Mircuetn. We are proposing here the same impact that 
the 75-cent wage made. 

Senator Doveras. But my point here is, isn’t your attitude charac- 
terized by very little faith in the productivity of the American worker, 
or the productivity of the American industry ? 

Secretary Mrrcuett. No, sir; my attitude is not characterized by 
- at. Ihave great faith in the productivity of the American worker, 

American industry, but here we are setting a nationwide Federal] 
minimum wage, and I confess that I do not see the relationship of 
that action to the average hourly earnings, the productivity factors, 
and faith in the American worker. I have great faith in the Ameri- 
can worker. 

Senator Dovetas. Well, let us take the textile industry. Perhaps 
it might have been true 17 years ago that the southern textile mills 
were less efficient than the northern mills, but certainly the develop- 
ment in the last 17 years has been that the new mills with the improved 
machinery have gone into the South in single-story straight-line pro- 
duction mills, whereas New England has “been left with three- and 
four-story mills, and with antiquated old machinery. The owners of 
those mills in many cases have allowed them to deteriorate, and to put 
the money that perhaps should have gone into replacements into new 
mills in the South. 

Isn't it true that production costs in the South in textiles are low, 
perhaps even lower than they are in the North? 


Secretary MitcHELL. Product costs in the South are lower than in 
the North. 


Senator Dovenas. Yes. 
Secretary MrrcHexy. I do not have any figures on that. 
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Senator Dovucias. Well, I think the general experience has been 
that the old situation has been changed very markedly. The South 
has caught up in technology. 

Now, ‘this may not be as true in lumber. Lumber costs may be high 
in the South as compared, for example, with the Pacific Northwest. 
Certainly in tobacco the South has the most efficient factories in the 
country, and it is a low-wage industry. I am told even in the nut 
industry the South has instituted cracking machines which would cut 
costs, 

Secretary Miicuetn. Well, sir, what we are trying to arrive at here, 
I assume, is a minimum wage for all industries. With regard to pe 
tiles, the Labor Department, under the Walsh-Healey Act, made 
determination of a minimum wage for the textile industry which was 
a dollar. 

Senator Douéras. One dollar? 

Secretary Mircuenn. Yes. 

Senator Doueras. Then why do you shrink from that? 

Secretary Mircuett. Because there are many more industries in the 
South besides the textile industry. 

Senator Dougias. Then you are not concerned primarily about the 
textile industry. You are not worried about the ability of the textile 
industry to stand $1 an hour? 

Secretary Mircnett. Our determination under the Walsh-Healey 
Act would indicate so. 

Senator Doucias. Now, what about the lumber industry ? 

Secretary Mircnett. We have no Walsh-Healey wage determina- 
tion in the lumber industry. 

Senator Doveras. What about cigarettes, and such things as that? 

Secretary Mircuety. There is none above the 75-cent ge ‘eral min- 
imum. You understand that under the Walsh-Healey Act it is for 
goods purchased by the Government. 

Senator Dovetas. But presumably you wouldn’t wish to drive pri- 

vate industry out of business by fixing these minimums? 

Secretary Mircue.yi. Of course not. 

Senator Doveras. Therefore, you evidently think the textile in- 
dustry could stand a minimum of a dollar? 

Secretary Mrrcuetn. Of course, we believe our 90-cent recommen- 
dation is sound because we do not want to send private industry out 
of business. 

Senator Doveias. But why do you have 90 cents for textiles under 
the minimum wage, and $1 under Walsh-He: iley ? 

_ Secretary Mitcuett. Well, the theory, of course, is that the Federal 

“air Labor Standards Act t applies across the board to all industries. 
The Walsh-Healey Act is a specific industry-to-industry determina- 
tion. 

Senator Doueias. Have you ever thought of a uniform minimum 
but with the rates varying between industries with determination by 
wage boards? 


Secretary MircHet.. I think that would be very difficult to admin- 
ister. 

Senator Doveras. That is the way minima are fixed in Australia 
and Great Britain. I think we are the only country in the world 
which has a flat minimum applying to all industries. In the original 
act in 1938 it was the intention to provide for industry committees, 
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and those in fact made different determinations for different indus- 
tries. Have you considered that? 

Secretary Mircneti. We have considered it, sir, and do not recom- 
mend it. 

Senator Doveias. Why is that / 

Secretary Mrrcne nL. Because we believe from the experience in the 
administration over the years, the wage and hour division of the de- 
partment, that a minimum wage applied across the board is feasible 
to be administered. Industry by industry, it would be a very difficult 
thing todo. We are finding now difficulties under the W alsh-Healey 
Ac t, as you know, which is an industry-by-industry determination. 
There is the process of hearings. 

Senator Doveras. If you want to tailor the wage to the ability of 
the industry to withstand the impact, aren’t there certain advantages 
to handling it industry by industry 

Secretary Mrrcnett. 1 would gather as you say the intent of the 
Fair Labor Standards Act is to tailor the minimum across the board 
to all industries. 

Senator Doveras. Well, no, not necessarily because the original 
act, I would like to point out, provided for wage boards in the transi- 
tional period to 1944. These boards were set up and provided different 
minimums. 

Secretary Mrrcnenti. Yes, but eventually arrived at one figure. 

Senator Dovcias. The question is whether the approach “of indus- 
try by industry does not permit increases in specific industries which 
would be difficult to get if these industries were held back by all in- 
dustries. If you fix a low minimum, the wages in the more pros- 
perous industries are held back to the economic conditions in the weak 
industries. You can scarcely move forward faster than the weakest 
industry permits. 

Secretary Mircene tt. Well, neither can you move forward faster 
than 

Senator Doveras. I won't say you can’t move faster, but there will 
be much more difficulty in moving faster. I have taken up more 
than my 10 minutes. Excuse me. 

Senator Smiru. Mr. Secretary, it seems to me that the discussion 
we have just had doesn’t adequately take into account the fact that 
you stated in the beginning that the minimum wage has nothing to 
do in the last analysis with collective bargaining and the ability of 
the parties in any industry to make their bargaining based on the 
condition of the industry and what it can stand to take care of a higher 
wage for the people. You are not saying they cannot pay any more 
than 9) cents. You are simply saying that is the floor to take care 
of industry as a whole, and the whole economic condition of the 
country ‘ 

Secretary Mrrcueiy. Of course. 

Senator Smiru. But you encourage collective bargaining wherever 
it can to pay a higher wage than 90 cents by agreement between the 
parties: is that a fair statement ? 

Secretary Mrrcnenyi. Yes. 


Senator Saviru. Thank vou. T have had called to my attention 
that the minimum wage legislation in Great Britain and Australia 
was an outcome of a socialistic government where there was no at- 
tempt to let private enterprise have its say in such a matter. I don’t 
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know whether that is true or not. It has just been suggested to me 
that that is the reason for those countries. 

Senator Doveuas. Historically, the New Zealand wage was put into 
effect by the then Liberal Party in New Zealand, which, I suppose, 
would be very similar to the Democratic Party, and in Australia 
it was put into effect, I think, on a nationwide scale by the Liberal 
Party. But in the state of Victoria, which is where minimum wages 
were tried most, it was by the so-called Conservative Party. 

I would like’ to have the Secret ary’s statement as to whether he 
believes the minimum wage is a socialistic institution 

Secretary Mircne.y. No, sir. 

Senator Dovexas. I notice you say in your second paragraph that 
the Federal minimum wage for work related to interstate and foreign 
commerce is today an acc epted institution in our national economy. 

Secretary MircHeni. Yes. 

Senator Doveias. So that ghost has been laid, at least in your 
mind, for some time? 

Secretary Mircnenu. Yes. 

Senator Smiru. I understand that these suggestions made today 
for expanding the minimum wage legislation in these two areas that 
you named, is a definite recommendation of the administration and 
not simply a suggestion that we consider it ? 

Secretary Mircnett. They are definitely recommendations of the 
administration that you seriously consider in connection with what- 
ever other expansion the Congress may deem to be proper, you seri- 
ously consider these two aspects. 

Senator Smiru. And you are not advocating or even suggesting 
any other areas of expansion ? 

Secretary MircHe.y. I assume that the committee and the Congress 
will examine all areas of possible expansion. These particular two 
we suggest serious consideration of. 

Senator Smiru. That is all I have. 

Senator Douetas. Mr. Secretary, there is a very puzzling problem 
in connection with Puerto Rico. I wonder if you would describe 
what the present situation.is, as far as Puerto Rico is concerned, and 
then make some recommendations on the Puerto Rican situation ¢ 

Secretary Mircnet.. The present situation, Senator, is that wage 
fixing or minimum wage fixing in Puerto Rico is done on a committee 
basis, and on an industry or related industry basis. One of the prob- 
lems that the Department has had over the years is that there has 
never been sufficient funds to establish the number of committees that 
were necessary to survey and reach a determination that the economy 
of Puerto Rico would like to have. 

At the moment I have no recommendations as to what should be 
done with relation to Puerto Rico. We have had several consulta- 
tions with the Labor Secretary in Puerto Rico, and we are working 
with him in trying to develop a proposal or recommendation which 
the Department and the Commonwealth of Puerto Rico might want 
to recommend to this committee. 

I should think that perhaps—or hope that—the committee might 
want to call Mr. Sierra, because I think this is a problem that the 
committee might want to explore further, but because our consulta- 
tions with the officials of Puerto Rico are not yet complete, we are not 
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prepared now but will be prepared before these hearings are over 
to make recommendations with relation to Puerto Rico. 

Senator Doveuas. Mr. Secretary, could you tell us how many work- 
ers are covered by minimum wage rulings in Puerto Rico and what 
the minima established actually are ? 

Secretary Mircue.i. We will furnish such information. 

(The information referred to appears as exhibit F in the statistical 
appendix. ) 

Senator Dovcias. Can you give some information roughly, offhand ? 

Secretary Mrrcuetu. I do not know it. 

Senator Dovetas. Well, I hold in my hand a sheet from the United 
States Department of Labor revised June 3, 1953, giving minimum 
wage rates in which it is stated that alcoholic beverage rate is 63 
cents; 43 cents in artificial flowers; 35 cents in bakery products; 45 
cents in banking; 54 cents in buckles, buttons, and jewelry ; 33 cents in 
rosary and native jewelry, and so on; 75 cents in cement; 75 cents in 
chemicals; 51 cents in the general division of chemicals; 36 cents in 
cigars and cigarettes; 40 cents in clay products; 75 cents in transporta- 
tion, with the exception of 2 industries; 50 cents in construction; 30 
cents in decorations and party favors; 4214 cents in food, beverages, 
and related products ; 26 cents an hour in handicraft products ; 33 cents 
in hooked rugs; 50 cents in hosiery; 31 cents in leaf tobacco, excepting 
machine processing; 65 cents in hides; 40 cents in leather tanning; 32 
cents in the manufacture of baseballs and soft balls; 42 cents in lumber 
and millwork; 55 cents in men’s and boys’ clothing; 4714 cents in the 
general division; 55 cents in hats and neckties; needlepoint division, 
1714 cents; infants’ wear division, 1714 cents; cotton infants’ under- 
wear, 1714 cents; silk, rayon, and nylon underwear division, 21 cents; 
hand sewing operation on rugs, 25 cents; household linen, 1714 cents; 
handkerchief and square scarf division, 1714 cents; children’s dresses, 
28 cents; 32 cents in crocheted slippers; women’s blouses, dresses, and 
neckwear, 28 cents: hand sewing operations, 35 cents; other operations, 
45 cents in fur garments. ; 

I take it these figures are approximately accurate. Now, doesn’t 
that indicate a very serious disparity between the wages in Puerto 
Rico and the wages in the United States? 

Secretary Mrrcnetu. I believe also perhaps on the same sheet that 
you are reading from, Senator, you will find that alcoholic beverages 
and industrial alcohol, the rate has increased 77 percent since 1949, 
and the figures for flowers have increased 34 percent since 1949; bakery 
products have increased 75 cents: buttons, buckles, and bead division 
have increased 120 percent: and so on, and these increases in the mini- 
mum wage in each of these occupations that you have indicated are the 
result of the application of these wage boards since 1949. They are 
substantial percentage increases. 

Senator Doveras. I am not attacking the idea of minimum wages 
for Puerto Rico, or the other overseas parts of the United States, but 
I would like to point out the extraordinary disparity between the 
minimum of 75 cents here and these scales in Puerto Rico. You get 
a wage of 75 cents in the United States and of 171% cents for infants 
and women’s wear, and for linens. That is a terrific disparity, and 
we all know what has been happening. There has been a great diver- 
sion of industry from the States to Puerto Rico. 

Now, I think we are all puzzled by this situation. 
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Secretary Mrrcnery. Well, as I stated earlier, after our consulta- 
tions with the Secretary of Labor of Puerto Rico have been consum- 
mated we would like to submit to the committee definite recommenda- 
tions with relation to Puerto Rico 

Senator Dovetas. But at the moment you have no recommendation. 
Would the same attitude apply to the Canal Zone! 

Secretary Mircuetn. The Canal Zone is not presently covered to 
my knowledge. 

Senator Doueias. What about Samoa ? 

Secretary Mircneti. I believe there is a bill before the Congress 
now which was introduced last year establishing a minimum wage in 
Samoa. 

Senator Dovecras. Is Samoa now included ¢ 

Secretary Mircuetn. Mr. Rothman refreshes my memory on the 
point that the Canal Zone, Samoa, and Guam are now included under 
the Fair Labor Standards Act. 

Senator Doveias. That is what I thought. 

Secretary Mircueti. But over the years there has never been an 
enforcement of the act in those areas, with the result that there are 
serious considerations that have to be given to how we rectify failure 
to enforce the act, since the act was first passed. 

Senator Dovetas. Have there been complaints, of industry going 
to the Canal Zone as well as to Puerto Rico? 

Secretary MircuHe.y. Very little, to my knowledge, in the Canal 
Zone. I heard of a brassiere manufacturer who moved from Puerto 
Rico to Samoa because of the lower rate in Samoa. 

Senator Dovcias. Well, I once spent a night in a hotel in Pongo- 
Pongo, which is celebrated by William Somerset Maugham’s story 
“Rain,” which later appeared as a play, and that opens up , possibilities. 

Senator Smith. 

Senator Smirxn. No questions. 

Senator Dovetas. When you submit these materials, Mr. Secretary, 
I hope that you will give your breakdowns on wages not merely by 
industry as a whole but also by the main subdivisions. 

For instance, we have figures on durable and semidurable goods 
by regions; if you could get them by textiles and by lumber, by food 
products, by tobacco, and so on, these apparently crucial industries, 
that would be of great help. 

Secretary Mrrcuetn. I believe we have them, sir. 

Senator Douenas. Also I wondered if you would submit for the 
committee, and for the press, the material which you have so far kept 
confidential, as far as the committee is concerned 2 

Secretary Mrrcnety. I wasn’t aware that we had had any material 
so far that was confidential. I don’t know what you are referring to. 

Senator Dovenas. Well, I thought that you had certain material 
that you did not want to submit to the committee. 

Secretary Mrrcuetn. No. I made reference to material which we 
plan to submit to the committee. I think there were four items. 

Are there any others beyond that which you would like to have, be- 
yond what you have asked for? 

Senator Doveras. I wonder if you would also give the committee 
your analysis and opinions on the various bills which have been intro- 
duced. Your statement this morning was rather general, and some 
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of these bills are relatively simple, but S. 662 introduced by Mr. Leh- 
man and S. 770 introduced by Mr. Murray are quite complicated. I 
wonder if you would submit an analysis of these bills, and state if you 
are in favor of any of the sections, specifying why you are in favor 
of them, or if you are opposed to any of the sections indicating why, 
or if you wish to be neutral as to any sections, stating that. 

Secretary Mircneit. We will be happy to submit that. 

Senator Dovenas. Thank you. 

The committee would also like to obtain figures on coverage, both 
as regards the minimum wage provisions and as regards the overtime 
provisions. We have prepared figures on coverage which we have 
here, but we want to be certain that they are right. I would like to 
have your staff and our staff work together on this so that we can 
have an agreed body of fact. We may differ on conclusions, but I 
feel that we should have a common basis of facts on which we can 
reach them. 

(The material on coverage appears in the statistical appendix as 
exhibit H.) 

Thank you very much. I have no further questions. 

Thank you very much, Mr. Secretary. 

Secretary Mrrenetn. Thank you. 

Senator Dove.as. For tomorrow’s hearing we originally invited the 
Secretary of Commerce, Mr. Weeks. Unfortunately he is unable to 
appear since he is abroad. 

Mr. Rothman, you are appearing as the adviser to the Secretary. 
Tommorow afternoon we want you in your own right as acting admin- 
istrator of the Wage and Hour Division. 

Mr. Roruman. | might say, Senator, that I believe since 1949 in 
the Department of Labor the Secretary of Labor has all of the 
powers of the Department, and I will be delighted to come up at 
your request on behalf of the Department in performing the func- 
tions of the Wage and Hour Division, but all of these powers are 
now with the Secretary. 

Senator Dovcias. The Secretary may have the power, but the 
Administrator is presumed to have the information. We will not 
press you to take any position contrary to that of the Secretary, but we 
would like to have the benefit. of your information and experience. 

Mr. Roruman. I consider it a privilege, and I will be delighted to 
be here. 

Senator Doucias. We will meet tomorrow at 10 o’clock. 
(Whereupon, at 11:45 a. m., the committee adjourned. ) 
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FRIDAY, APRIL 15, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE ON LABOR, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 10 o’clock a. m., Chairman Paul H. 
Douglas, presiding. 

Present: Senators Douglas, presiding, and Smith. 

Also present: Stewart “E. McClure, staff director, rm; E. James, 
minority staff director, John S. Forsythe and Michael . Bernstein, 
professional staff members, and Dr. Fred H. Blum, ee 

Senator Doucias. The committee will come to order. 

We had originally invited the Secretary of Commerce to testify 
this morning in order that the Department of Commerce might ex- 
press its opinions. On April 2 I received a letter from the Secretary, 
Mr. Weeks, informing me that he was about to leave for Europe. 
The Secretary asked to be excused and to substitute the Under Secre- 
tary, Mr. Williams, of his staff. 

Yesterday I received a telegram from the Under Secretary saying 
that the Department of Commerce had nothing to add at this time to 
the testimony of the Secretary of Labor. So we arranged for Mr. 
Rothman to come up here again to testify again. 

(The correspondence referred to follows:) 


SENATE LABOR COMMITTEE, 
April 1, 1955. 
Hon. SIncLAIR WEEKS, 
Secretary of Commerce, Washington 25, D. C.: 


Having been appointed as chairman of the subcommittee to consider amend- 
ments to the Fair Labor Standards Act, I hereby invite you to be the second 
witness to appear before our subcommittee and to testify Friday morning, April 
15, at 10 o’clock in the Old Supreme Court Chamber in the Capitol. Hope very 
much you will come since we want to have your advice on this important matter. 


PAUL H. Dovetas, 
United States Senator. 


SECRETARY OF COMMERCE, 
WASHINGTON, April 2, 1955. 
Hon. Paut H. Dovcias, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR DovetaAs: I have your wire inviting me to be a witness at 10 
o’clock on the morning of April 15 when your subcommittee considers amend- 
ments to the Fair Labor Standards Act. 

As this will be just before my departure for Europe and as I have arranged 
a very tough schedule of briefings, calls on Ambassadors of the countries where I 
expect to visit for that day and several thereabouts, I’m afraid I shall have to 
express my regrets and ask to be excused. 

My purpose, if agreeable to you, is to send Under Secretary of Commerce, 
ae Williams, who will be ready to testify in my behalf at the appointed 
our. 


Sincerely yours, Sinclair WEEKS. 
63 
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WASHINGTON, D. C., April 14, 1955. 
Hon. PAUL DOUGLAS, 


Chairman, Subcommittee on Labor, 
United States Senate, Washington, D. C.: 


Respectfully request that you cancel my scheduled appearance to testify on 
Fair Labor Standards Act. The testimony of the Secretary of Labor today 
adequately covered the subject and there is nothing further that the Depart- 
ment of Commerce could add either by way of comment or economic data. We 
feel therefore that any Department of Commerce testimony would be repetitive. 
For this reason we ask to be excused from appearance at this time. 


WALTER WILLIAMS, 
Under Secretary of Commerce. 

Senator Dove.as. Mr. Rothman wears at least two hats in the 
Department of Labor. He is the solicitor and he is also the acting 
administrator for wages and hours. Yesterday he was present in the 
former capacity as the advisor to the Secretary, but today we have 
invited him to testify in his own right. We have said that he should 
not feel compelled to prepare a formal statement but be ready to reply 
to questions on the basis of the information which he has. 

However, you are not foreclosed from making a statement if you 
wish to do so. I see that you have a typewritten document in front of 
you. 

Senator Smirnu. Mr. Chairman, may I interrupt for a minute? 
Just a word about Mr. Williams. 

I talked with him yesterday after the meeting. His representative 
was here and he knew what the Secretary of Labor testified to. They 
did not feel that they had anything to add at the moment. He said 
he would contact you and suggest that if there was any information 
the Department could add, that he would be glad to appear at a later 
time. 

I just mentioned that. They want to appear if they are needed. 

Senator Doveias. Mr. Rothman, will you go ahead. Do you have 
a statement ? 

Mr. Roruman. I have a very short note, Mr. Chairman, and Senator 
Smith. Iam happy to respond to your invitation to appear here today 
and answer such questions on the Fair Labor Standards Act as may 
help the subcommittee in its consideration of revisions in the law. 


STATEMENT OF STUART ROTHMAN, SOLICITOR, DEPARTMENT 
OF LABOR 


Mr. Roruman. Secretary Mitchell yesterday presented the views of 
the administration and the Department of Labor on the need for a 
fair and realistic minimum wage, and on the matter of providing 
minimum wage protection for many additional groups of low-paid 
workers. 

I am here to furnish the subcommittee with all possible assistance in 
its consideration of this highly important matter. I have with me cer- 
tain of the information which the Secretary yesterday promised to 
furnish to the subcommittee, and on behalf of the Secretary I should 
like to inform you that we hope to have the rest of it ready within a 
short time. I will list what this information is, and will leave it for 
the record at the conclusion of this testimony. 

These documents are— 

1. Distribution of wage and salary workers according to status 
under the Fair Labor Standards Act. 
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2. Factory workers’ earnings, distributions, by straight time hourly 
earnings, April 1954. 

3. Estimates of the impact of 85 cents, 90 cents, $1, and $1.25 mini- 
mum wage rates in covered industries. 

4, Results of the minimum wage increase of 1950. Economic effects 
in selected low-wage industries and establishments, August 1954. 

5. Consumer price index, United States. All items, 1958 
February 1955. 

6. An up-to-date schedule of minimum wage rates for Puerto Rico, 
showing laid subsequent to 1949 amendments to the Fair Labor 
Standards Act. 

7. A table showing the gross average hourly earnings and per- 
centage change, selected periods, 1938 through February 1955. 

(The above listed documents appear in the statistical appendix, 
exhibits A-G.) 

Senator Doveias. Would you be willing to have that material sent 
forward to the committee table so that we may not only have it for the 
purposes of publication, but so that we may use it in the course of 
the examination this morning ? 

Mr. Roruman. Yes, Mr. Chairman. 

As the chairman pointed out, the solicitor is temporarily acting as 
the head of the Wage and Hour and Public Contracts Division until 
the qualification of a new Administrator. 

In view of my very short experience in this capacity, I have brought 
with me today the ranking officials of the division as well as techni- 


cians from the solicitor’s office. If we are unable now to answer any 
questions, or furnish any information the subcommittee may require, 


we will be glad to supply the requested material as soon as we can. 

Senator Doveias. Does that conclude your statement ? 

Mr. Roruman. Yes, sir. 

Senator Doveras. Mr. Rothman, I notice in the table on the cost of 
living which you sent forward, the index for 1939 is quoted as 59.4 and 
for February 1955, 114.3, that means the cost of living approximately 
doubled during this period. That is correct, is it not? 

Mr. Rornman. May I ask the Senator what figure he first used ? 

Senator Dovetas. 59.4 for 1939. 

Mr. Roruman. Yes, sir. 

Senator Doveras. That is approximately double the cost of living 
in that period. 

Now, if you take a 30-cent wage, which was to be the wage after the 
first year, and the figures are roughly the same for 1940, and you 
assume these cost-of-living figures are accurate, you arrive at a 50 
percent increase. So what you are proposing is an increase of 50 
percent in real earnings over a period of 15 years; isn’t that what you 
are doing? 

Mr. Rornman. It seems to me that the 90-cent rate represents a 
greater proportional increase over the 25-cent rate. 

Senator Dove.as. If it was 30 cents in 1940, the cost of living having 
approximately doubled, you would need 60 cents to purchase the same 
amount of commodities as in 1940. You are proposing 90 cents, so 
what you are proposing is a 50 percent increase in real hourly earn- 
ings. That is just simple arithmetic. 

Mr. Roruman. That is right. 
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Senator Doueias. Now, the original act provided that the rate was 
to increase to 40 cents by 1944. The index of the cost of living in 
1944—and I don’t think anybody expected the increase in the cost of 
living which occurred—was approximately 25 percent over 1939. So 
it took 50 cents, roughly, in 1944 to provide the same real wage that 
the Congress contemplated in that year. 

Mr. Roruman. That seems to be right. 

Senator Doveias. Now, the index in 1944 was 75.2; in February 
1955 it was 114.8. This is an increase of 39 points, or a little over 50 
percent. On this basis it would take something around 77 or 78 cents 
an hour to provide the same real wages in 1955 that the Congress 
had contemplated would be given in 1944. I think that arithmetic 
is roughly correct. 

Now, the question I would like to ask is this: This index of the cost 
of living is a general consumer price index. There is some question 
as to the degree of accuracy of this index during the war. You 
will remember the discussion that occurred then. 

Can you assume that this is an accurate index of the cost of living 
for low wage families? Is it not true that if you take the items which 
enter into the cost of living for the lowest group of wage earners you 
would get a different result, with greater emphasis on food, with less 
emphasis on incidentals and services, and that, therefore, the composite 
index for wage earners, and particularly for low-wage earners, would 
be higher than for a cross section of the population ? 

Mr. Roruman. I understand that the question has been raised 
whether the consumer-price index accurately reflects the increases in 
cost of living for families in the lowest income groups. 

However, I think that we are on solid ground in saying that for 
all practical purposes the consumers’ price index is a good measure- 
ment of price changes for most wage earners’ families. I know of 
no particular study that has been made in the Bureau of Labor Statis- 
tics, but 

Senator Doveras. That is just the point. I don’t think there has 
been any other study. I think there should be, however. 

If you will take your budget studies you will find that the distribu- 
tion of expenditures is very different for the low-income families, the 
low-income single persons than for the upper-income families and 
upper-wage earners. It is a well-known budgetary principle that 
the percentage spent on food diminishes as the income increases. 

The rough ratio is for each 1 percent increase in income, the per- 
centage for food increases only by one-half of 1 percent. And for 
each 1 percent increase in income, the amount spent on services, recrea- 
tion, education, health, et cetera, increases by 2 percent. 

The result is that you get an entirely different system of weights for 
the upper-income groups than you get for the lower-income groups, 
and the average system of weighting which is the system that the 
B. L. S. uses, is not representative either of the upper group or of 
the lower group, or not completely representative, I should say, but 
it is the lower group here that we are considering. 

So I wonder if your statisticians would not work with the com- 
mittee, if you would not authorize either your statisticians or in your 
capacity as solicitor and legal adviser to the Secretary, advise the 
Bureau of Labor Statistics to work with us as to what the results 
will be if we take the percentage increases for the main divisions 
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of budgetary items, but weight them by the proportions spent in the 
lower-income groups ? 

Mr. Roruman. I think a great deal would depend on which prices 
were moving most rapidly at any time that the study was made. 

Senator Doveras. The B. L. S. index gets the percentages of change 
by the main divisions, food, clothing, shelter, services, and so on, and 
then weights them by the pr oportion which they form of the family 
budget to get a composite index. 

I am not attacking that index at the moment, though during the 
war it had a very serious defect. But what I am saying is that I 
think we should see whether this general index is correct. w hen applied 
to the lowest income group in view of the fact that the proportionate 
expenditures differ by income classes. What I am asking is, if you 
could have some of your statisticians work with our staff to see if 
we can establish whether or not there is any difference, and, if so, 
how much ? 

Mr. Rornman. We will be pleased to have the statisticians of the 
Department of Labor, and in the Bureau of Labor Statistics, work 
with the technicians on your staff to see whether the consumers’ price 
index is a good measurement of price changes for all wage earners’ 
groups, but “I think we are on solid ground. 

Senator Doveras. I have taken up my 10 minutes, and I think 
Senator Smith should have an opportunity to ask questions now. 

Senator Smiru. Do your tables here indicate the scope of your in- 
vestigation to arrive at the figure of 90 cents which we discussed yes- 
terday ? 

There has been some suggestion from the chairman, and others, 
that $1 or $1.25 may be a more appropriate figure. 

Senator Dovatas. May I say it is not my intention to make a dec- 
laration as far as my own policy is concerned. I regard myself as a 
judge in these matters, and 

Senator Smirn. We are all judges. 

Senator Dovetas. I am trying to find out what the position of the 
Secretary was. 

Senator Smiru. I don’t. mean to criticize. 

Senator Dovetas. I understand. 

Senator Smrrn.’ Mr. Rothman was here yesterday when the ques- 
tion was raised yesterday as to the 90 cents, and the Secretary took : 
strong position that your studies indicated that 90 cents, considering 
all conditions, was the sound figure to shoot for. As I was the person 
introducing the bill raising the wage from 75 cents to 90 cents I wanted 
to be sure that we had in the record clearly exactly how you arrived 
at the 90-cent figure, and why you felt that was as far as we should 
go in this legislation now in the light of the economy of the country. 

Also, I would call to your attention the fact that if we set a mini- 
mum wage that would not mean that we would negate in any way 
the principle of collective bargaining in arriving at wages. 

I just wanted the record to show what the approach of the Depart- 
ment was in arriving at that 90-cent figure. 

Mr. Roruman. As the Secretary s said yesterday, an increase in the 
minimum rate to 90 cents would adjust it to the increase in the cost 
of living, and would permit some improvement in the position of the 
persons “protected by the act. It is an increase which the industries 
affected can afford. 
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In the Department of Labor we believe there are strong grounds 
for believing that an increase to the minimum of 90 cents can now 
be taken in stride. There is no evidence that this would be the out- 
come with rates above 90 cents. The crux of the problem is the ex- 
tent of the impact of any new minimum wage on the industries where 
the most serious burden will fall. 

This apparently simple fact merits reemphasis because so much 
that has been said and written on the subject of minimum wages has 
been far afield. Overall measures of economic progress are signifi- 
‘ant in stirring the desire to benefit the low-income groups of workers, 
and encourage a reappraisal of the problem. 

Estimates of the amount of wage increases required to raise wages 
in industries generally to a given minimum level serve a similar func- 
tion as descriptive background to consideration of the real problem 
of impact, but the problem has its location where the proposed increase 
must be paid. The impact falls primarily on industries with a sub- 
stantial percentage of employees getting less than the proposed mini- 
mum wage. 

I think it is at the lower bands of the income spectrum that we are 
concerned when we consider an increase in the minimum wage. Ifa 
new minimum is beyond the adjustment potential of the low wage 
industries, it is these workers who will suffer unemployment, and 
their very presence in the low wage industries attests to their difficulty 
in finding other employment. There would be little compensation in 
adjusting a minimum wage so high as to theoretically improve the 
earnings of workers in the lowest paid industries only to find that it 
creates such dislocation and imbalance as to cause unemployment and 
no industry. 

Senator Smirx. Then your top limit, your 90 cents is based on 
that study and your estimates of the unemployment that would be 
caused, and the hardship that a higher rate would cause? 

Mr. Roruman. There is evidence upon which we can come to the 
conclusion that 90 cents can be absorbed without such dislocation as 
to curtail employment and earning power, one of the standards of 
the act, and we are without similar evidence as to the effect of a 
higher rate. 

Senator Smiru. Well, that is what I wanted to bring out, to see 
how you arrived at that conclusion. 

I have gotten some correspondence from constituents of mine in 
the State of New Jersey, the C. I. O., among others, indicating that 
our economy could stand $1.25, for example, and that is way beyond 
what your study shows is possible, and that is the reason why I want 
to try to make it clear in the record here why you arrived at this 
conclusion. 

That is all I have at the moment, Mr. Chairman. You go ahead. 

Senator Doverias. Mr. Rothman, yesterday I asked the Secretary 
what the full time yearly earnings would be under the various pro- 
posed minima in comparison with the minimum costs for a family of 
four, and cited the publication of the U. S. Department of Labor, 
which I now ask to have put in the record at this point. 

(The material referred to is as follows :) 
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[From the Monthly Labor Review (May 1952) of the Bureau of Labor Statistics] 


City WORKER’S FAMILY BUDGET FoR OCTOBER 1951 


The annual cost of a “modest but adequate” level of living for a 4-person urban 
family at October 1951 prices ranged from $3,812 in New Orleans to $4,454 in 
Washington, D. C., according to latest Bureau of Labor Statistics estimates of 
the city worker’s family budget in 34 large cities. Cost of goods and services 
alone (exclusive of personal taxes, social security deductions, life insurance, and 
occupational expenses) ranged from $3,441 in New Orleans to $3,965 in Wash- 
ington. Estimates of dollar costs of the total budget and major components and 
relative differences among cities are given in the accompanying table. 

The goods and services included in this budget describe a pattern of living 
characteristic of urban areas in the pre-World War II period. For nearly all 
of the 34 cities, the 1951 estimates represent an increase in the cost of these goods 
and services of between 40 and 50 percent since the first pricing of the budget in 
March 1946. 

The city worker’s family budget was designed to determine how much it costs 
a 4-person urban family to obtain the goods and services it requires to maintain a 
level of adequate living according to prewar standards prevailing in the large 
cities of the United States.? The list of items included in the budget was de- 
veloped for a family of 4 composed of a father, a housewife not gainfully em- 
ployed, and 2 children under 15 years of age.’ Although this is generally larger 
than the average-size family in large cities at any one time, about half of urban 
families reach this size during the family existence. 

The budget does not show how an “average family” actually spends its money. 
Neither does it show how families should spend their money. Rather, it is the 
total cost of a representative list of goods and services considered necessary by 
urban families to provide for health, efficiency, the nurture of children, and par- 
ticipation in social and community activities. Information on how the average 
family actually spends its money is obtained in surveys of spending and savings 
which are made at intervals by the Bureau. 


BUDGET COMPONENTS 


Variations in housing costs, in the budget, which are based on rental units only, 
accounted for most of the cost differences betwen cities. Housing costs ranged 
from $581 in New Orleans to $1,034 in Washington, D.C. Rental rates for 5-room 
dwellings which meet the standard specified for the budget were obtained from 
comprehensive surveys of housing characteristics and rents made by the Bureau 
between November 1949 and February 1950. Estimates of the average rent in the 
1951 city worker’s family budget were made by applying to these rental rates the 
change in the Bureau’s rent index from the survey date to October 1951 for each 
city. 

For most cities, housing costs increased from 2 to 7 percent hetween October 
1950 and October 1951. The greatest increases were found in Milwaukee (10 
percent), San Francisco and Los Angeles (about 9 percent), and Portland, Oreg. 
(7 percent). 

The cost of gas, electricity, heating fuel, water, refrigerators, and stoves was 
included in the housing estimates. When any of these items was not included in 
the reported contract rent of a dwelling unit, the annual cost of each facility was 
added, so that the estimated average housing costs are comparable between cities. 
The heating fuel included was a kind commonly used in the locality—the amount 
allowed depending on the climate. 


1¥For a full explanation of the budget concepts and developments see BLS Bulletin No. 
927, Workers’ Budgets in the United States, and Bulletin No. 1021, Family Budget of City 
Worker, October 1950, which contain all previous estimates of the budget costs and are 
reprinted from articles in the Monthly Labor Review, February 1948 (p. 1383) and February 
1951 (p. 152), respectively. 

2 bodeste for city worker families of other sizes have not been calculated. It is estimated 
that, to attain the same level of living, a 2-person family would need to spend for goods and 
services about 65 percent of the amount spent by a 4-person family; a 3-person family, 
about 84 percent; a 5-person family, about 114 percent; and a 6-person family, about 128 
percent. 

8 Rent controls were lifted in December 1950 in Los Angeles and Portland and at the end 
of September 1951 in Oakland, Calif.; which is included in the San Francisco area rent 
sample. Rent controls had previously been lifted as follows: Birmingham, May 1950; 
Houston, October 1949; Jacksonville, August 1949; Milwaukee, May 1950; Mobile, May 
1950: Norfolk, March 1950 (recontrolled, October 1951); Richmond, June 1950: Los 
5 oar: A ta November 1949 to June 1950: Virginia suburbs of Washington, D. C, 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 


While cities with warmer climates require less fuel generally, housing costs 
in Houston, one of the warmest cities, were equal to those in Milwaukee, one 
of the coldest cities, and were exceeded only in Washington and Richmond. 
However, New Orleans and Mobile—two other cities with warm climates—did 
have the lowest housing costs. 

In contrast to the wide variation in housing costs, relatively little difference 
was found in food costs between cities. Except for local taxes, the factors 
which affect food prices tend to make them uniform from city to city in contrast 
to the more local character of the factors affecting housing. The total cost of 
the food budget ranged from $1,296 in Milwaukee to $1,409 in Savannah, a 
difference of 8.7 percent. Cities having the highest food costs—Savannah, 
Mobile, Atlanta, Seattle, and Birmingham—were among those in which a 3-per- 
cent State sales tax on foods was in effect. Of the 12 cities with lowest total 
food costs, only Kansas City had a sales tax on groceries. 

The cost of all other goods and services (excluding housing and food) ranged 
from $1,453 in Philadelphia to $1.646 in Seattle. This component of the city 
worker’s family budget includes cost of clothing, housefurnishings, transporta- 
tion, medical care, personal care, household operation, reading, recreation, 
tobacco, education, gifts and contributions, and miscellaneous expenses. 

In determining the specific list of items considered necessary for a modest 
but adequate level of living, scientific standards were used, when available, as 
a starting point. The largest expenditure group—food—was based on nutritional 
requirements recommended by the National Research Council combined with 
preferences of consumers, as observed in studies of family expenditures. The 
standards of housing were those established by the Federal Public Housing 
Administration and the American Public Health Association. 

Quantities of goods and services other than food and housing which were 
included in the budget were based on an analysis of family expenditure data 
obtained in surveys made between 1934 and 1941.‘ Study of these data shows 
that at the lower end of the income scale differences in purchases by families 
at successive income levels are primarily in the quantities of items bought; 
in the higher income brackets these differences are due to the choice of higher 
quality and more expensive items. The quantities included in the budget were 
determined at the point on the income scale where the amounts bought increase 
proportionately less than the increases in family income. 

The estimated budget costs for October 1951 for clothing, housefurnishings, 
medical care, personal care, household operation, and other groups combined 
were based on prices of a relatively small sample list of items. Therefore, only 
the total cost could be estimated within a satisfactory degree of accuracy and 
separate costs are not available for these groups. The October 1951 estimates 
of the food and housing budgets were based on price or rent samples sufficiently 
large so that separate cost figures could be prepared. 

Individual preferences play a large part in the way families spend their money, 
so that even among families at fhe same economic level, such as the one repre 
sented by the budget, some variation occurs in what is considered necessary for 
clothing, transportation, recreation, etc. 

EuNIcE M. KNAPP, 
Division of Prices and Cost of Living. 


Senator Dovetas. In brief, for October 1951 it showed minimum 
ene ites for a family of four ranging, as I have said, from New Or- 

sans. $3,812, to Washington, $4,454. 

I notice in the cost-of- living "index which you have sent forward 
that there has been an increase of approximately 3 percent in the cost 
of living since that date. I may say in passing that this does not indi- 

cate increases in the general price level because wholesale prices have 
fallen by approximately the same amount. The budget figures, if 
brought up to date, would therefore be higher by ar ound $100 to $135. 

I submit this table to you so that you might have it before you in 
the questions which follow. 


*In the spring of 1951, the Bureau collected comprehensive reports of urban consumer 
income, expenditures, and savings in 91 cities throughout the United States. The new 
data will permit the redetermination of the budget quantities which will make the budget 
more representative of current living standards: the development of budgets for different 
size families; and the study of possible differences in quantity budgets between cities of 
varying size and character. 
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Now, the normal full-time standard working year is approximately 
40 hours a week with 50 weeks of work, or roughly 2,000 man-hours. 
In practice, due to sickness, absenteeism, unemployment, part time, 
and so on, this standard is seldom fulfilled, but assuming that we take 
this as the standard, and that the hourly rate is not adjusted to take ac- 
count of sickness or unemployment, your figure of 90 cents an hour, 
multiplied by 2,000 hours, comes to $1,800 a year. That would be the 
maximum earnings at the minimum rate, assuming that virtually 
every hour was worked with no allowance for sickness, part time, 
unemployment, and what have you. 

As you will see from the table that you have before you, that is less 
than 50 percent of the cost of living in the lowest cost city, and it is 
approximately 40 percent, or perhaps a little more, not much, of the 
cost of living in the highest priced city, namely, Washington, D. C. 

Now, what is the head of the family who has two children going to 
do if your proposed minimum is made law? Granted that he would 
do better than he does now. Would he do well enough ? 

Mr. Roruman. I believe, and I am sure that the chairman would 
agree, that the legislative policy stated in the law, that the purpose of 
the Fair Labor Standards Act to eliminate living standards detri- 
mental to the health, efficiency, and well-being of workers in industries 
engaged in commerce or the production of goods for commerce, but 
without substantially curtailing employment or earning power, is a 
highly desired goal for which we should all strive. 

Like justice in the courts, or economic justice, it is a goal that we 
seek and do not always achieve. The first rate of 25 cents an hour, 
the rate of 40 cents an hour, the rate of 75 cents an hour, were all steps 
in the direction toward achieving that goal and simply the proposal 
of 90 cents an hour is a further step in that direction. 

But there must be taken into consideration that other part of this 
legislative policy which is also based on some very practical considera- 
tions, that the amount of the increase should not substantially curtail 
employment and earning power of the very persons we are seeking 
to help. 

A minimum wage that overshoots its proper rate can cause sub- 
stantial unemployment, and to use a rather extreme illustration of 
what happened when the minimum rate under the Fair Labor Stand- 
ards Act was applied to the lower level economy in Puerto Rico, you 
will recall in about 1940 this virtually closed particular industries on 
the island and caused serious unemployment, and it was necessary 
for Congress to take some remedial steps, because while the intention 
and the ideal was very good, it actually resulted in hurting the very 
people you were trying to help, and since this is a minimum wage law 
affecting all industries of the Nation covered, the place of impact is, 
as I said before, in the lower bands of the spectrum, in those industries 
that will be directly affected by it. 

Senator Dove.as. In other words, what you are saying is the stand- 
ards which I have indicated, the levels of living which I have indicated, 
are ideals, but ideals that you do not believe can be approximated or 
closely approximated without throwing large numbers out of work? 

Mr. Roruman. Neither the suggested rates of $1.25 and even some 
higher rates that have been proposed in legislation pending before 
the committee, or higher rates that may be achieved through various 
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processes of the operation of the proposed bills would achieve that 
goal. 

Senator Doveias. You would agree, however, that we should press 
as closely to that goal as we can, if the effects upon employment are not 
too severe ¢ 

Mr. Roruman. I would certainly agree with you, Mr. Chairman, 
that it should always be the aim of a civilized country, and the aim 
of this Government under this act to continuously strive to increase 
the standard of living of the workers, but to do so in such a way as to 
not substantially curtail the employment or earning capacity of the 
very persons you are trying to help most. 

Senator Doveias. Mr. Rothman, when the minimum wage was 
originally introduced in this country some 40 years ago by State 
action, if was confined, of course, to women and various State laws 
enacted prior to the Wages and Hours Act were primarily for women. 
The Wages and Hours Act of 1938 covered men as well, and upon men 
is supposed to be lodged the burden of supporting a family, as dis- 
tinguished from women. 

I have here in my hand Bulletin 927 of the Bureau of Labor 
Statistics on Workers’ Budgets in the United States: City Families 
and Single Persons, 1946 and 1947. The table on page 53 gives the 
“Annual cost of a minimum adequate budget for a self-supporting 
woman without dependents.” 

The 1947 figures are: Arizona, $1,563.00; Colorado, $1,444.00; Dis- 
trict of Columbia, $1,363.44; Utah, $1,512.90; Washington, $1,721.64. 

Now, the cost-of-living data sent forward : hows an index for 1947 
to 95.5. The index for February 1955 was 114.3, an increase, therefore, 
of 18.6 points, or approximately 20 percent since 1947 on the average. 

Now, if you bring those figures up to date, increase them by 20 per- 
cent, you get a figure appreciably above $1,800 a year, and in some 

cases well over $2,000 a year. Now, what you are proposing is a wage 
of $1,800 for a man which would be less than adequate to support a 
woman, a single woman, I may say, according to the studies made in 
1947. 

I am not introducing any male prejudice into this. But how are the 
children going to be supported, and how will they be taken care of ¢ 
How will the housewives who take care of the children, and who are 
not able to earn because the children demand their attention, how 
are they to be taken care of under the wage which you suggest ? 

I may ask that this table be made a part of the record at this time. 

(The information referred to is as follows :) 
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Mr. RoruMan. Since we are concerned here with the adjustment 
of the minimum wage under the Fair Labor Standards Act, I think 
it may be a little far afield, but also relevant to point out that other 
factors besides increasing the statutory minimum wage must be taken 
into consideration in increasing the earning power of individuals. 
But agan I would like to refer to the fact that the crux of the problem 
seems to be to increase the minimum wage to the highest amount 
feasible without substantially curtailing employment and hurting 
those persons who you wish to help. 

The minimum wage is not a prevailing wage. The particular in- 
dustries most affected by the minimum wage will be required to make 
important adjustments to the 90-cent minimum. 

Senator Doveias. Now, let us take this point which is apparently 
your argument as to why wages should not be increased above 90 
cents, namely, the effect upon employment. Is it my understanding 
that approximately 61 2 percent of wage earners in manufacturing as 
a whole are now receiving under 90 cents an hour; am I correct in 
that understanding ? 

Mr. Roruman. Yes, I believe your figures are correct, and I might 
add that with respect to covered workers under the act the percentage 
is 5.4 percent. 

Senator Doverias. Yes. Now, would you give the main industries 
outside of manufacturing which are covered by the act ? 

Mr. Rornman. The main industries outside of manufacturing 
which are covered by the act include mining, construction, wholesale 
trade, retail trade, finance, insurance, real estate, transportation, com- 
munication and utilities, service and related industries, agriculture, 
forestry, and fisheries. 

I would like to point out, of course, that it is immediately recog- 
nized that we are speaking in terms of coverage within the basic defi- 
nitions of the act, and not the specific exemptions from the act. 

Senator Dovetas. I understand. 

Now, in construction, I suppose there are very few workers getting 
less than 90 cents an hour ? 

Mr. Roruman. That would appear correct. 

Senator Dovetas. In wholesale trade do you have the figures broken 
down as to the proportion getting less than 90 cents an hour? 

Mr. Roruman. No, we do not have the breakdown. 

Senator Dove.as. Or fishing or mining? 

Mr. Roruman. We do not have the breakdown for nonmanufac- 
turing industries. 

Senator Dovuetas. I see. 

Now, the general figure for all groups, including manufacturing— 
well, roughly, it looks as though the percentage outside of manufac- 
turing is somewhere around 5 percent; isn’t that true, 614 for manu- 
facturing is not far from 5 percent for nonmanufacturing ? 

Mr. Roruman. There are 300,000 workers outside of manufac- 
turing. 

Senator Douetas. Oh, is that all ? 

Mr. Roruman. That is, receiving less than 90 cents. 

Senator Dovetas. Oh, I see; yes, yes. 

62569—55—pt. 1——6 
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Mr. Roruman. We use a figure of a million for manufacturing and 
300,000 for other than manufacturing. 

Senator Doveias. What is your breakdown as to the numbers cov- 
ered in manufacturing and the numbers covered outside of manu- 
facturing ? 

Mr. Roruman. The effective coverage in manufacturing is approx- 
imately 1514, million. 

Senator Doveras. And outside of manufacturing 814 million ? 

Mr. Rornman. Yes. 

Senator Doue.as. So if you have 300,000 under 90 cents outside of 


manufacturing, that is roughly 314 percent of those employed outside 
of manufacturing ? 


Mr. Roruman. That appears right. 

Senator Dovetas. So we get this figure of 614 percent in manufac- 
turing at less than 90 cents, 314 percent outside of manufacturing—5.4 
percent, overall. 

Now, let us take the $1 figure; am I correct in understanding that 
10.2 percent, approximately, of the production workers in manufac- 
turing are receiving less than $1 an hour? That would include the 
6.5 percent who are receiving less than 90 cents? 

Mr. Rornman. Yes, sir. 

Senator Dovetas. And what is the total figure for all covered in- 
dustries, including nonmanufacturing ? 

Mr. Rornuman. 8.7 percent, or 2,100,000 workers. 

Senator Doveras. That is for all? 

Mr. Roruman. Yes, sir. 

Senator Doveias. That would be roughly 500,000 outside manu- 
facturing. I have had these sums in my head, but I believe that is 
correct. 

Mr. Roruman. Would you restate it? I am not sure I am follow- 
ing you. 

Senator Doveras. If you have 2.1 million in covered industries get- 
ting less than $1 an hour, and 1.3 million are in manufacturing, does 
it not follow that there are 800,000 outside manufacturing ? 

Mr. Roruman. That would be correct. 

Senator Dovetas. And since you have roughly, as we have said, 
814 million—pardon me, was it 2.1 or 2.3 that are under a dollar? 

Mr. Rornman. 2.1. 

Senator Doveras. I beg your pardon. 

That would be 500,000 outside, or roughly a little under 6 percent 
for the nonmanufacturing groups? 

Mr. Roruman. Yes. 

Senator Doveias. Now, when you have a total of 2.1 million as 
compared to 1.3 million, you would affect 800,000 additional workers 
if you raised the 90-cent limit to a dollar? 

Mr. Roruman. Yes. 

Senator Doveras. And there are 24 million workers covered ? 

Mr. Roruman. Yes, sir. 

Senator Dovenas. Raising the limit from 90 cents to $1 would 
affect about 314 percent of the total number of covered employees. 

It would directly affect about 314 percent of the total? 

Mr. Roruman. Yes; that is correct, and it would also mean a sub- 
stantially larger increase for those employees who were presently 
receiving less than 90 cents. 
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Senator Doveias. That is true. But the additional group affected 
would be 314 percent. 

Now, when we come to $1.25 an hour, am I correct in my under- 
standing that approximately 22.4 percent of the production workers 
in manufacturing are getting less than $1.25? 

Mr. Rorpman. Yes, sir. 

Senator Doveias. What would be the figure for all covered occu- 
pations ? 

Mr. Roruman. Approximately 5 million. 

Senator Dovetas. Five million, or roughly—— 

Mr. Roruman. 20.9 percent. 

Senator Dovexas. 21 percent? 

Mr. Roruman. Yes, sir. 

Senator Dovetas. Now, have you been able to spot the industries 
in manufacturing where a million-odd employees are getting less 
than 90 cents an hour? 

I hoid in my hand the Bulletin 1179, Factory Workers’ Earnings: 
Distribution by Straight Time Hourly, published April 1954, page 7. 
Do you have that there? 

Mr. Roruman. Yes. 

Senator Doveias. Do I understand that the ratio of production 
workers’ earning less than 90 cents per hour are as follows: Lumber 
and furniture, 25 percent; leather and leather products, 15.9 percent; 
textiles and apparel, 13.9 percent ; tobacco manufactures, 12.9 percent ; 
food and kindred products, 11.3 percent; miscellaneous manufactur- 
ing, 8.9; paper and printed matter, 3.4; chemicals and petroleum, 3.1? 

Mr. Roruman. Yes. 

Senator Douvetas. In other words, it is in the so-called soft goods, 
not durable goods ¢ 

Mr. Roruman. Yes; plus lumbering. 

Senator Doveias. Well, timber is comparatively soft compared 
with steel and metals. 

Now, do you think that $1 an hour is too high a wage for textiles, 
where there are 13.9 percent getting less than 90 cents? 

By the way, do you have the figures there on the percentage getting 
less than $1 in textiles? 

Mr. Rornman. Yes; if 

Senator Dovetas. I first want to bring out the facts, and then obtain 
an answer to the question. 

You have the percentage getting less than a dollar in textiles? 

Mr. Roruman. Yes. 

Senator Doveras. What is it? 

Mr. Roruman. I would like to—— 

Senator Doveras. No, no; please answer the question. 

Mr. Roruman. For cotton textiles, the percentage of workers get- 
ting less than 85 

Senator Dovernas. You have said that the percentage getting less 
than 90 cents is 13.9. The question I ask is, What percentage gets 
less than $1? Is it true that it is 23 percent? 

Mr. Roruman. We are looking at different charts, and if you will 
permit me to get the correct chart I believe we can get coordinated 
on our figures. 

Senator Doveras. I have this bulletin issued by your Department 
under date of March 18, 1955, entitled “Additional Tables on Dis- 
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tribution of Wages for Factory Workers, 1954.” The pages are 
unnumbered, but I think it is the third or fourth from the end. 

Mr. Roruman. If the chairman please, the table to which you refer 
has textiles and apparel mixed together, and shows the percent at 
13.9, and I wanted to point out that we have a further breakdown 
of that and some misunderstandings can result from mixing textiles 
and apparel together, because cotton textiles and wool, too, are dis- 
tinguishable from the problems that would confront the apparel 
industry, men’s seamless hosiery, work garments, and so forth, and 
I believe that has been the point at which we have lost our coordina- 
tion on our figures. 

Senator Dovueias. Well, let me suggest this: Let us get the figures 
out, and then we will not quarrel but discuss the meaning. 

This en bulletin which I have brought forward states 
that there are 4.5 percent who get between 90 and 95 cents, and 4.6 
percent who get between 95 cents and a dollar. Therefore, according 
to my figures, 23 percent in the textile mill products, apparel, and other 
finished textile products get less than $1; is that correct ? 

Mr. Roruman. Are you referring to table 13? 

Senator Doveras. Th: at is right. 

Mr. Rornuman. Yes, sir. 

Senator Dovetas. What wage have you, in the Department of La- 
bor, fixed for the textile industry ? 

Mr. Roruman. The Department of Labor established, pursuant to 
the provisions of the Walsh-Healey Act, a prevailing minimum wage 
for the cotton-textile industry as defined in the particular order at $1. 

Senator Doveras. $1. Well, why did you do that if you think 
that a dollar wage is going to have such an adverse effect upon em- 
ployment? W hy i is a dollar w age all right for cotton textiles? It is 
all right when done by the Department of Labor, but not all right 
when done by the Congress? 

Mr. Roruman. As I was attempting to explain to the subcommittee, 
there may be some misunderstanding if we apply the term “cotton 
textiles” to this total problem. I was pointing out that the impact of 
the minimum wage increase that we have before us for consideration 
involves those industries such as men’s seamless hosiery and garment 
and apparel trades such as men’s shirts, work clothing, and so forth, 
which is distinguishable from the cotton textile order under the Walsh- 
Healey Act, and again I would like to point out 

Senator Doveras. Is it your contention that these low-wage work- 
ers under 90 cents, and under a dollar, are primarily concentrated 
in work clothing and so on and not in cotton textiles? Is that the 
point you are trying to make? 

Mr. Roruman. Yes, sir. 

Senator Doverias. And you have made no ruling in the case of these 
other industries?) Have you made any ruling for work clothes? 

Mr. Roruman. I am advised by one of the Wage and Hour tech- 
nicians that there are some 75-cent rates in effect for some of these 
other industries. 

Senator Doveras. Take dungarees, for instance: What about that ? 
That is a military item which was never in short supply. 

Mr. Rornuman. Cotton garments is 75 cents, and I would assume 


that that includes dungarees, and that is for all States and the Dis- 
trict of Columbia. 
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Senator Dovenas. Now, would you be able to break your figures 
down so that you could state the percentage of workers in the cotton- 
textile industry getting less than 90 cents, getting less than $1 ? 

Mr. RoruMan. Yes, sir. If I may start with the figure 85 cents, in 
cotton textiles, 1 percent of the employees receive less than 85 cents, 
4 percent receive less than 90 cents, and 14 percent receive less than $1. 

Senator Dovenas. Well, now, we have rifled in on a point. Here 
you declare a wage in excess of what 14 percent of the workers are 

earning. Now, trying to keep these figures in mind, $1 an hour wage 

for all manufacturing would only be in excess of what 614 percent 
of the workers get. You surmounted your fears that $1 an hour 
wage might create unemployment in the case of cotton textiles, even 
though the percentage receiving less than this amount is twice as 
vreat as the percentage receiving less than this amount for all manu- 
facturing. 

Why is it that you have more faith when you sit down in the beauti- 
ful Department of Labor Building on Constitution Avenue than when 
vou come up here? Down there - you are bold and apparently there 
have been no greatly adverse effects. When you come up here you 
seem to have very little faith, Mr. Rothman. 

Senator Smirn. Mr. Chairman, might I ask a question right 
there ¢ 

Senator Doveias. Surely, Senator. 

Senator Smirn. I am a little confused as to what we are talking 
about. 

It seems to me the Walsh-Healey Act requires the Department to 
determine what is the prevailing wage, and then requires that base 
to be fixed under the Walsh-Healey Act. It isn’t a question of 
minimum wage being fixed there at all. It is a different thing 
entirely. The prevailing wage wouldn’t necessarily be the minimum. 

Now, we are trying to settle by law a fixed minimum wage here in 
these instances. I am confused as to the difference between your 
objective in trying to establish a minimum wage, and what your 
Walsh-Healey requirement is. 

I wish you would expound that so my simple mind can get what 
we are talking about. I don’t think it is the same thing, in other 
words. Your minimum wage is not the same as the prevailing wage 
which the Walsh-Healey Act calls for. Am I right on that? 

Mr. Roruman. Yes, Senator Smith, you are right on that, and I 
think you have put your finger on a good part of the answer. 

Under the Walsh-Healey Act, the Sec retary of Labor is authorized 
to determine the prevailing minimum rate in the particular industry, 
and as you are well aware, those members of the industry who are not 
interested in bidding on Government contracts would not need to 
comply ie the provisions of that act, but the minimum-wage law 
under the Fair Labor Standards Act is a minimum wage for all 
industries of the Nation subject to the act, and, of course, that mini- 
mum wage must take into consideration what the lowest-paid indus- 
tries covered can reasonably absorb without curtailing employment, 
and the subcommittee will probably be interested, and these figures 
are available from the same chart, that just as 14 percent of employees 
in the cotton textiles receive less than $1, 45 percent receive less 
than that amount in men’s seamless hosiery, and 67 percent receive 





SO AMEND FAIR LABOR STANDARDS ACT OF 1938 


less than that in work clothing, and 84 percent—that is, over three- 
fifths of all of the employees in southern sawmills, receive less than $1. 

We are encompassing all industries covered by the act with a mini- 
mum wage and not merely the particular industry involved in the 
Federal Government's procurement contracts. 

Senator Smirx. Mr. Chairman, is that a clear distinction that I was 
trying to draw between the minimum wage which we are seeking to 
establish here, and the prevailing wage for those bidding on Govern- 
ment contracts ¢ 

Senator Doue.as. I don’t mean to disagree with my colleague, but 
I have a copy of the Walsh-Healey Act before me which says “shall be 
paid not less than the minimum wages determined by the Secretary 
of Labor to be the prevailing minimum wages,” so you don’t permit, 
do you, people on Government contracts to pay less than the minimum, 
do you? 

As an attorney, you will appreciate the fact that I would like to 
have you answer “Yes” or “No” to that question. You don’t permit 
them to pay less than the wage which you fix as the minimum under 
Walsh-Healey, do you? 

Mr. Roruman. We do not permit them to pay less than the mini- 
mum wage in those cases which are fixed under the Walsh-Healey Act. 

Senator Doveias. Then you are fixing a minimum wage? 

- Mr. Roruman. When the Secretary of Labor establishes a mini- 
mum wage under the Walsh-Healey Act, he finds the prevailing mini- 
mum wage rather than fixes the wage, and if the Chairman would 
permit me I would like to just conclude this thought, that the Secretary 
of Labor finds, not fixes, the prevailing minimum wage for similar 
work or in the particular or similar industries, and not for all 
industries. 

Senator Dove.as. Well, at the moment we are considering merely 
the textile industries. 

You say the Secretary finds a minimum wage, and then declares 
it. But in this case he found a minimum wage which was in excess 
of what 14 percent were receiving, and perhaps when the wage went 
into effect there were more than 14 percent who got less than $1. 

Now, why should you object if, as far as the textile industry is con- 
cerned—and at the moment we are just considering the textile indus- 
try—if we follow the eminent example set by the Secretary of Labor, 
and declare a statutory wage of $1 an hour in the textile industry. 
Surely you can’t object if we follow in the illustrious footsteps of 
the Department of Labor? 

Senator SmirH. Are you suggesting, Mr. Chairman, by that question 
that we ought to set different minimums in different industries ? 

Senator Douetas. No, I am not raising the question; I am merely 
examining industry by industry. There is, I icon a statistical dis- 
tinction between a macrocosm, the whole, and a microcosm, a part of 
the whole. I am now going from a macrocosm to a microcosm. I am 
following the advice of Cardinal Newman in his great hymn “Lead 
Kindly Light.” We are starting with textiles. 

Senator Smirn. One of my favorite hymns. 

Senator Doveras. It is the hymn that both Catholics and Protes- 
tants join in singing with great reverence. 

Now, then, would you state that $1 an hour would be excessive 
for the cotton textile industry ? 
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Mr. Roruman. No, no, sir. 

Senator Doveras. Thank you. 

Would it be excessive for the woolen industry ¢ 

Mr. Roruman. No, sir. 

Senator Doveias. It would not be excessive for woolens. Would 
it be excessive for synthetics, rayon, dacron, and all of the other 
“ons” that have emerged—ny jon? 

Mr. Roruman. Since to my knowledge the Department of Labor 
has made no specific determination with respect to synthetic textiles 
under the Walsh-Healey Act, [ would not want to prejudge that 
matter at this time. 

Senator Doveias. The numbers in the women’s auxiliary corps are 
limited and, therefore, you have not set minima on them. This was 
an attempt at humor. 

Mr. Roruman. I am sorry, I didn’t hear it. I would like to supply 
the committee—— 

Senator Dovetas. It was a somewhat labored attempt. 

Mr. Rornman. In order to keep the record straight, I might point 
out that the cotton textile decision does include synthetic textiles as 
well at a dollar. 

Senator Dovetas. So neither in cottons nor woolens nor synthetics 
do you believe that $1 an hour would be excessive ? 

Mr. Rornman. The Department of Labor, for the purpose of the 
Walsh-Healey Act, has determined that it would not be excessive. 

Senator Doveras. I am delighted that you say that. I had in- 
ferred that myself, but I wanted to establish it by cross examination 
for the record. 

Now, then, let us take some of these other industries. Lumber and 
furniture seem to have the largest percentage under 90 cents and 
under a dollar. Would you give again the percentage receiving less 
than $1. Am I correct that there are roughly 25 percent getting less 
than 90 cents, and 31.6 percent geting less than a dollar ¢ 

The table which I hold, “Factory Workers’ Earnings,” to which I 
referred, gives, on page of, the following percentages: 14.2, 80 cents 
an hour and under ; 5.8, 80 to 85 cents an hour; and 4.7, 85 to 90 cents. 
Then 4.5 percent, 90 to 95 cents an hour; and 2.1 percent, 95 to a dol- 
lar, which, if my hurried arithmetic is correct, is 31.6 percent under 
a dollar. 

Mr. Roruman. The figure that we have, sir, for lumber and wood 
products except furniture—— 

Senator Dovuetas. Well, this includes furniture, of course. May 
I ask you: Is it agreed that these figures of mine are correct for the 
composite group ? 

Mr. Roruman. Yes. 

Senator Doveias. Then you would only raise the wages of an addi- 
tional 6.6 percent, or roughly, 1 worker out of every 16 taken. Is this 
something to frighten you? 

Mr. Roruman. The number of workers in wood and wood prod- 
ucts receiving less than 90 cents, according to our figures, and includ- 
ing furniture, is 4014 percent. 

Senator Douetas. Are these younger workers, did you say ? 

Mr. Roruman. No; including furniture and fixtures. 

Senator Dovetas. Is 40 percent. 
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Mr. Roruman. We have a different breakdown from the chart that 
you are using. 

Senator Doveias. Well, my table is lumber and wood products, 
furniture and fixturs, 31.6 percent under $1. 

Mr. Rornman. Yes; I would agree with that. 

Senator Doveras. And that means 6.6 percent between 90 cents 
and $1; 4.5 plus 2.1. 

Mr. Rornuman. That is right. 

Senator Dovetas. I would like to insist again upon my question: 

Are you afraid of bringing in only 6.6 percent additional workers ? 
Have you ever worked in a lumber camp, Mr. Rothman? You come 
from the Paul Bunyan country. 

Mr. Roruman. Sir, I believe that is a matter for the Congress to 
determine, of course, but I would like to point out that in addition to 
the number of persons affected, the subcommittee will want to give 
consideration to the difference in the wage bill that will result, and 
the effect upon the particular industry in increasing the rate above 
90 cents. 

Senator Dovetas. Certainly that is true, but is it not true that the 
work in the lumber camps is extremely hard ? 

Mr. Roruman. My own personal observation has been that it is. 

Senator Doveias. Well, I worked as a lumberjack in Maine before 
we cut down all the timber and lumber moved out to Minnesota, 
and I can say that it is extremely hard work. 

Now, if the textile workers can earn one dollar an hour, and you 
seem to think that is all right, don’t you think the lumberjack 
should get a dollar? 

I worked for a few weeks in the textile mills, and my observation 
is that a worker in a lumber camp works harder than an unskilled 
worker in a textile mill. At least, I felt so at the end of the day 
or the end of the week. 

Mr. Rotuman. I think that we would both agree that all workers, 
particularly hard workers, I suppose, should receive increases in the 
minimum wage, but I think what we are confronted with here is the 
legislative and also the practical problem of how far the minimum 
wage can be increased without curtailing the employment in the 
industry. 

Senator Dovueias. But I am proceeding step by step. You have 
approved a one dollar wage for the textile industry. Now, take the 
industry where the percentage of low wages is highest, and I am 
asking you whether the work in the lumber c ‘amps is any less onerous 
than work in the textile mills. I think if you have not swung an 
ax yourself or wielded a saw in those magnificent forests of northern 
Minnesota north of Duluth, or around the lake region south of 
Duluth, south and west of Duluth, at least you have talked with 
people who have, and you know that the work is extremely hard. 

Mr. Roruman. Yes, but to illustrate the problem I think we have 
here, I wonder how hard work it is if the man hasn’t got an ax to 
swing. 

Senator Doveras. I will come to that in a moment. 

Have you ever worked in a sawmill ? 

Mr. Roruman. No, but I have observed them. 

Senator Doveras. Well, I have, and I have worked just as hard in 
a sawmill as in a lumber camp. 
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Now, have you ever worked in a furniture factory ‘ 

Mr. Roruman. No, sir. 

Senator Dovenas. Well, work in a furniture factory is not as hard 
as working in a lumber camp or in a sawmill, but I would say it is 
at least as hard as working in a textile mill. 

Mr. Roruman. I appreciate the problem we are confronted with 
here in order to get at the problem of a reasonable increase in the 
minimum wages, but 

Senator Douenas. These questions are not asked with any ani- 
mosity, but we are trying to get at this overall problem. One prob- 
lem is that we sometimes tend to have compartmentalized minds. | 
am not saying that of you; we all have compartmentalized minds, 
and we take one position and do not think it through. 

What I am saying is, if this one dollar wage is correct for the 
textile industry why is it not for lumber, wood products, and furni- 
ture, where the case would be strongest against it because these indus- 
tries have the highest percentages of workers getting less than 90 
cents and getting less than one dollar? You touched on the financial 
condition of the industry. It is not true that lumber products have 
gone up in price perhaps more than any other raw material? Isn't 
that true? 

Mr. Roruman. I can’t answer that. I know it has gone up a fair 
amount, but whether it has gone up any more than any other material 
I am not prepared to answer. It may be of interest to the subcom- 
mittee in resolving this difficult question of determining the proper 
amount of the increase that as the figures shown in the tables sub- 
mitted to you indicate, the wage bill increase would double in southern 

sawmills if the minimum wage were increased to one dollar, as com- 
pared with 90 cents. 

Senator Dovenas. Do you assume that the differentials above a dol- 
Jar would be maintained ? 

Mr. Roruman. I beg your pardon, I didn’t hear that question. 

Senator Dovetas. Do you assume that the differentials above one 
dollar an hour, which now exist, would be maintained ? 

Mr. Roruman. No,sir. I think that 

Senator Dovenas. Let me phrase the question more accurately for 
the purposes of the record. 

When you estimate that the wage bill would be doubled, are you 
assuming that the percentage differentials which now exist would be 
maintained if the basic w age were increased from 75 cents to a dollar? 

Mr. Roruman. No, we are not talking about that; we are talking 
about the actual direct increase in the minimum wages if they were 
increased instead of to 90 cents to a dollar. The difference in the 
wage bill between 90 cents and a dollar would double, the percentage of 
increase. 

Senator Doveras. Well, what would be the percentage increase to 
get up to 90 cents? 

Mr. Roruman. Nine percent. 

Senator Doveias. And it would go up to 18 percent if you went up 
to a dollar? 

Mr. RorHMan. Yes, and may I assume that the question with respect 
to differential was another matter ? 

Senator Dovetas. And is not included in this figure. 

Mr. Roruman. Not included in this figure. 
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Senator Doveias. Have you gone into earnings figures of lumber 
companies? Isn’t the Weyerhauser Co. in diffic vulty @ 

Mr. Roruman. I am not prepared to answer that question. I doubt 
it. 

Senator Dovetas. Well, I would doubt it, too. 

Is the Long-Bell Lumber Co. in difficulty ? 

Mr. Roruman. I don’t know, but I would doubt it, and I would 
like to point out that since we are talking about the lowest paying 
parts of the industry we are talking about southern sawmills. It 
would not include these companies, I believe. 

Senator Doveras. It would not include Crown-Zellerbach or Inter- 
national Pulp & Paper? 

Mr. Rorpman. These figures are for southern sawmills. 

Senator Doveias. Would it include the furniture factories of Grand 
tapids ? 

Mr. Roruman. No, sir. 

Senator Doveras. Or of High Point, N. C.? 

Mr. Roruman. The tables that we submitted include a separate 
breakdown for furniture. 

Senator Dove tas. What does it show on furniture? It is hard for 
me to keep track. 

Mr. Roruman. For furniture and ae for the country as a whole, 
5.3 percent receive less than 85 cents; 8.3 percent of the workers re- 
ceive less than 90 cents, and 14.6 percent receive less than $1. 

Senator Douetas. In other words, there is some question about the 
furniture industry, but the main proportion of these groups are in the 
lumber industry and sawmills of the South, not in furniture nor in 
the lumber industry of the North and Northwest, nor the sawmills of 
the North and West ? 

Mr. Roruman. I believe that is correct. While the 1,300,000 pres- 
ently covered workers receiving less than 90 cents an hour are scattered 
throughout the country, by and large the bulk of the workers are in 
the South, and are concentrated in “particular industries which pay 
the lowest wages. 

Senator Dovertas. And lumbering and sawmills are two of these? 

Mr. Roruman. Yes, sir. 

Senator Dovetas. Senator Smith, I have been taking more than my 
fair share of the time. 

Senator SmirH. You have made more of a study of these figures. 

I have 1 or 2 things in my mind as the discussion goes along. I won- 
der if it would be possible for you to give for the record a distinction 
between the findings of the Department i in regard to what may be the 
minimum wage in some of these industries like textiles under Walsh- 
Healey determinations which have to do with Government contracts, 
and what we are driving at in establishment of this minimum wage 
nationwide in this group of industries which we are discussing which 
are under the act? 

Mr. Roruman. The Department will be glad to submit that. 

Senator Smirn. I would like to see that comparison, and I would 
also like to ask you at this point whether in the extension of coverage 
suggested by the Secretary yesterday you have considered the impact 
of the 90-cent proposal on the so-called multistate businesses ? 
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Mr. Roruman. In answer to the first question, the Department will 
be pleased to submit an additional statement concerning the distine- 
tions between what the Department does with respect to Walsh-Healey 
determinations and what is involved in connection with determina- 
tions under the Fair Labor Standards Act. 

Senator Smiru. I think that would be helpful in light of the dis- 


cussion we have had this morning, because I am a little confused my- 


self, and I would like to see that, see how we get at the 90 cents when 
the chairman is bringing out in certain areas you have had to make 
a determination that $1 was not excessive. 

(The matter referred to follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, April 22, 1955. 
Hion. PAUL H. DOUGLAS, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 


DEAR SENATOR DouGLas: Your subcommittee holding hearings on amendments 
to the Fair Labor Standards Act requested that I submit for inclusion in the 
record a statement of the distinctions between the fixing of a minimum wage by 
the Congress for the purposes of that act and the finding by the Secretary of 
Labor of the prevailing minimum wage in a particular industry for purposes of 
the Public Contracts Act. 

As I stated in my testimony last Friday, the purposes of the two acts are dif- 
ferent and the methods of arriving at a minimum wage which will accord with 
the objectives of the Fair Labor Standards Act are necessarily quite different 
trom the methods which must be used by the Secretary of Labor under the Public 
Contracts Act in order to find the prevailing minimum wage rate which exists in 
a particular industry. 

Under section 2 of the Fair Labor Standards Act, its minimum wage rate is in 
terms limited in its purpose of eliminating substandard labor conditions and 
improving living standards of workers by the declared policy of achieving this 
goal to the extent “practicable” and “without substantially curtailing employ- 
ment or earning power.” Since this act provides a uniform minimum rate for 
nationwide application as a floor under the wages of covered employees in all 
industries engaged in commerce or in the production of goods for commerce, the 
determination of whether a given rate would substantially curtail employment 
or earning power, contrary to the act’s policy, must be made by appraising its 
effects on those low-paid industries in which wages would actually be raised by 
its adoption. Thus, a rate which, if adopted by law as the minimum for all 
covered employees in these industries, would result in such a curtailment of em- 
ployment or earning power would clearly not be in conformity with the objectives 
of the act, regardless of the relationship of such a rate to the “prevailing” mini- 
mum rate in any such industry or in other industries. 

With respect to the Walsh-Healey Public Contracts Act, on the other hand, 
the Secretary’s problem under the applicable language in section 1 (b) is to 
determine for each industry or similar industries considered, without regard to 
the others, what minimum wage rates are actually prevailing there. If a par- 
ticular rate is found to be prevailing as a minimum rate in the industry, it does 
not automatically become the floor under all wages in the industry including 
those in plants paying a lower minimum; the law simply requires its application 
on all Government contracts subject to the act. The provisions and objectives of 
this act require no appraisal, therefore, of the effect on employment and earning 
power of workers in the industry which might result if all such workers, and 
not merely those engaged on Government contracts over $10,000 in amount, were 
required to be paid not less than the prevailing minimum rate. 

It follows that the Walsh-Healey predetermination cannot be used to measure 
the impact on even a particular industry for which the determination is made, for 
the reason that it has no binding effect upon the industry except to the extent 
that a particular member voluntarily stipulates that he will comply with that 
predetermination. It is not an imposed wage fixed by Government but is rather 
a finding of the going minimum wage that prevails in the particular industry. 
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By definition under the Fair Labor Standards Act, in contrast, the statutory 
minimum wage can have nothing to do with the prevailing rate. 

What has been said above follows necessarily from the respective objectives 
of the two acts. The primary objective of the minimum wage provisions of the 
Walsh-Healey Act is to insure that the Government's vast purchasing power is 
not used to depress the minimum wage standards maintained by fair employers 
in particular industries which do Government work, and to establish fair competi- 
tion in bidding for such work. In order to achieve this purpose, it is necessary 
to establish minimum wage determinations at whatever level prevails in par- 
ticular industries. Thus, it would be no help to the majority of employers in the 
steel industry to protect them from 75-cent competition when the vast majority 
of establishments pay a minimum wage of well over $1.20 an hour. The pur- 
pose of the Walsh-Healey minimum wage program is to help protect an in- 
dustry’s minimum wage standard, where contracts subject to that act are 
awarded, at whatever level that standard has previously been established by the 
industry itself through collective bargaining or otherwise. 

The minimum-wage objective of the Fair Labor Standards Act to set a nation- 
wide floor under wages below which no one covered by the law can be paid is, 
as has been mentioned, considerably different. The wage floor is based on the 
expressed congressional desire to eliminate substandards of living without creat- 
ing substantial curtailment of employment. This means that the minimum 
wage level is always set in relation to the lowest level of wages paid in the 
country to workers within the act’s protection. Most industries will always 
have prevailing minimum wages considerably above the Fair Labor Standards 
Act level. 

As Secretary Mitchell pointed out in his statement last Thursday, the Congress 
should reverse the process of bidding up the minimum wage under the Fair 
Labor Standards Act for fewer and fewer covered industries and workers, as the 
experience of the 1949 amendments suggests, and instead establish a fair mini- 
mum wage for many more workers who are without the act’s protection but are 
most in need of it. 

It is respectfully submitted that since the two acts, the Fair Labor Standards 
Act and the Public Contracts Act, are dissimilar in many respects and have, as 
has been observed, quite different objectives, a disservice could easily be done to 
those who believe in carrying out these separate objectives if care is not taken, 
in considering appropriate minimum wage levels, to observe the essential distine- 
tions that have been pointed out. A minimum wage for the Fair Labor Standards 
Act that would be high enough to accomplish the objectives of the Walsh-Healey 
Act in industries having a relatively high prevailing minimum wage would 
obviously curtail employment in other industries to an extent which would defeat 
the objectives of the Fair Labor Standards Act. Conversely, a minimum wage 
arrived at in conformity with these latter objectives, which would not sub- 
stantially curtail employment and earning power of workers in low-paid indus- 
tries who are covered by the Fair Labor Standards Act, would not serve the 
purposes of the Walsh-Healey Act in any industry in which a higher minimum 
wage actually prevails. 

I should also like to take this opportunity to reemphasize a word of caution 
expressed in my testimony last Friday, with which I know the subcommittee 
will be in agreement, that the impact of any proposed minimum wage in highly 
competitive industries and the ways in which the impact will be absorbed or 
shifted, if it can, must be estimated, not in terms merely of the minimum increase 
in sales price which might seem directly required by the proposed increase in the 
minimum wage rate, but on all the elements which enter into the actual impact 
as demonstrated by our past experience. 

An increase in the minimum wage requires adjustments in any establishment 
with employees whose wages would have to be raised to the new figure. Where 
these employees are a substantial proportion of the total in the establishment, 
the change in cost of operation is correspondingly severe. Under certain circum- 
stances the increase in cost can be passed along to the consumer in higher prices, 
but this cannot be assumed to be the case. The low-wage segments of industries 
most seriously involved in the proposal to raise the legal minimum are, in general, 
highly competitive. They do not compete over the retail counter, but with other 
loggers, processors or manufacturers. 

The percentage increase in wage bill has its significance in relation to operating 
margins in the plants that have to pay the increased wages. There is a wide 
spread in wages in the affected industries. Some segments of the particular 
industry may have no employees whose wages must be raised immediately, and 
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others may have to raise the pay of large proportions of their employees. There 
may be serious obstacles to price increases, with the resultant impact falling 
mainly on employment or profit margins. In such segments of industry profit 
margins tend to be small. 

These are among the problems that must be faced in arriving at judgments on 
the raising of the legal minimum wage. They point to the paramount importance 
of appraising the available evidence on what has happened where adjustinents to 
such an increase have been made in the past, and would have to be made now. 
In the absence of clearly more favorable economic circumstances for adjusting 
to the proposed increase than in 1950, the evidence of What was feasible 5 years 
ago is all the more significant. 

Sincerely yours, 
Stuart RorHMAN, 
Solicitor of Labor. 

Senator Smiru. Now, the other question I had in mind was whether 
on this extension to the chain stores and multistate operations, whether 
you worked out the impact of the different minimums in those areas? 

Mr. Roruman. The Department has some figures on it; but we 
would suggest that that is a matter that the subcommittee will un- 
doubtedly want to get into further. 

Senator Surru. W ell, 1 admit we haven’t been discussing those new 
inclusions this morning. We have been discussing the 90-cent mini- 
mum in comparison with the Walsh-Healey and the minimum w: we 
laws. We haven’t gotten into the figures on the extension into the 
new areas. 

Mr. Roruman. Yes, | believe the subcommittee will want to go into 
that area thoroughly. 

Senator SmirH. Yes, I want to know the impact on those inclusions 
or any other ine lusions that may be suggested. 

Senator Doveras. Mr. Rothman, you are undoubtedly aware of 
exemption 15 of section 13 of the Wage and Hour Act which provides 
that lumber firms employing fewer than 12 persons are exempt from 
the provisions of the act ¢ 

Mr. RoruMan. Yes, sir. 

Senator Doueias. Now, when you prepared your figures on the 
large number of low wage workers did you exclude these small em- 
ployers, or was that the lumbering industry as a whole ¢ 

Mr. Roruman. These figures excluded lumbering employers em- 
ploying less than 12. 

Senator Doueuas. A nods to B, B nods to C, C makes a statement, 
and in turn B nods and goes back to A. 

Do I understand that the staff approves of this statement ? 

I wonder if the original “A” in this case, the gentleman in the rear, 
would come forward and make a statement on this point / 

Mr. Roruman. Allow me to introduce Mr. Schiferl, of the Wage 
and Hour Division’s economic staff. ! 

Senator Dovuenias. Did you hear the question? You must have 
because you made a reply which was passed forward. 

Mr. Scurrert. These figures excluded logging employees which are 
exempt under the act. 

Senator Dovuctas. I got the tone but not the words. 

Mr. Scuirert. In computing these figures we excluded those worx- 
ers exempt under section 13 (a) (15). 

Senator Doucras. Well, these figures are on all fours with the 
coverage of the act. ‘Thank you very much. 
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By the way, I have here the wholesale price index for lumber 
products, as compared with all commodities, and I found that my 
memory was correct. Whereas the all-commodity index rose between 
1949 and March of 1955 from 99.2 to 110.0, roughly by about 11 per- 
cent, lumber rose from 98.2 to 121.6, or by 23.4 percent; that is more 
than twice the rate at which the general price index of which it was 
a part increased. 

Now, in a period of rising prices, is it not true that generally the 
manufacturers and the distributors do all right? Is it not true that. 
during an inflationary period, so-called profit margins increase be- 
cause raw materials purchased at one price level are sold at a later 
and higher price level? I would therefore expect that the condition 
of the lumber industry would have improved during this period, and 
I would like to have the staff prepare material showing the profits in 
the lumber industry during these years. We will check them either 
with the Department of Commerce, if they are willing to cooperate, 
as I am sure they will be, and with the Department of Labor. 

Mr. Roruman. The subcommittee should be assured that the De- 
partment of Labor will cooperate in all possible ways with the sub- 
committee’s technical staff in this area, and in all other areas involving 
the resolution of these problems. 

Senator Doveias. All I wanted to point out was that you may well 
find that the patient is much healthier than you think, that you may 
be a somewhat fearful doctor, underestimating the vitality and eco- 
nomic vigor and red corpuscles in the lumber industry. 

Now, what were some of these other industries that you thought were 
going to be adversely affected? Is food products one of them? 

Mr. Roruman. Work clothing is one. 

Senator Doveias. Work clothing. I don’t believe I have the break- 
down on work clothing, but would you give the figures ? 

Mr. Roruman. Yes, sir. Fifty-one percent of the employees in 
work clothing receive less than 90 cents an hour, and 67 percent in 
work clothing receive less than $1 an hour. 

Senator Doveras. What is the total coverage in work clothing? 

Mr. Roruman. Sixty-six thousand production workers. 

Senator Dove.as. Total. So you say 50 percent receive less than 
90 cents? 

Mr. Roruman. Fifty-one percent receive less than 90 cents. 

Senator Doucias. So that means approximately 34,000 are getting 
less than 90 cents and about 44,000 workers are getting less than a 
dollar ? 

Mr. Rornman. I think that is correct. 

Senator Doveras. And where are these factories located ? 

Mr. Rornman. Mainly in the South. 

Senator Dovetas. Do you think it would deal a death blow to the 
South to raise the wages of 35,000 workers to $1 an hour? 

Mr. Roruman. I think the impact of increasing the minimum wage, 
and the effect upon the particular industry, and the employees in that 
industry, is something that the subcommittee will have to determine. 
It is a matter of judgment. 

Senator Dovetas. Well, I have a figure here from your own Depart- 
ment, Employment and Earnings, March 1955, which gives a figure 
for men’s and boys’ furnishings and work clothing, on page 30, 
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average weekly earnings, $40.91, which would indicate at least $1 
an hour. It is true that that includes men’s and boys’ furnishings as 
well as work clothing, but in the North there are many receiving less 
than 90 cents, or less than $1 an hour ¢ 

Mr. Roruman. I would doubt it. I am advised by one of the tech- 
nicians, by an assistant administrator, Mr. Weiss, that there are, and 
I would suggest that Mr. Weiss answer that question directly. 

Senator Doucias. Mr. Weiss. 

Mr. Weiss. We find a fair number earning under a dollar. 

Senator Doveras. Your full name, please ? 

Mr. Weiss. Harry Weiss, assistant wage administrator. 

There are quite a fair number earning under a dollar in such things 
as cotton dresses and pajamas. There is quite an industry in rural 
Pennsylvania. 

Senator Doveas. In that in the mining section ? 

Mr. Wetss. Yes, in the anthracite section. 

Senator Dove as. There is a very large percentage of unemploy- 
ment in that section ? 

Mr. Wetss. In mining. 

Senator Dovenas. And the families are in need / 

Mr. Weiss. I have no doubt that the families are in need. 

Senator Doveias. Well, I have been in the anthracite section and 
the situation there is very serious, and has been for some time. Fam- 
ilies are desperate to earn anything that they can get. There is an 
idle pool of unemployed labor. 

Might it not be in the public interest to raise the wages in these 
areas so that hard-pressed people would not be taken advantage of 
either in the North or the South ? 

Mr. Roruman. I think it is in the public interest to increase the 
minimum wage to the fullest extent possible. 

Senator Dovetas. Well, I think it is certainly true in the North, 
as the witness has testified, and to a large degree I think it is true in 
the South, that you have this low wage in localities where there is a 
pool of idle labor, where the workers and their families are desperate, 
and where a hard bargain may be driven. 

Now, [I am not condemning these people, because if one person starts 
it, and undersells the others it puts a very heavy strain upon the other 
employ er. But isn’t that a case where the State ean step in and pro- 
tect people against the bargains which shale own necessities may drive 
them to? That is the theory of the minimum wage, that in the bar- 
gaining process worker and employer do not stand on an equal basis, 
and that the State, therefore, can properly use its powers to fix a 
minimum below which the needs of the individual cannot be met. 
That was the so-called difficulty with free cotton which many people 
have forgotten. 

But isn’t that possibly a case where we should remember it ? 

Mr. Roruman. I think those are all factors which the subcommit- 
tee will want to take into consideration. 

Senator Doveras. But, Mr. Rothman, we have summoned you here 
as an expert in this field to give us your advice. If we were to recom- 
mend a dollar it is quite possible that you might oppose the fixation 
of a dollar. Now we want to see how you feel about it and get your 
advice in the formation of the law, and not have it merely subject to 
criticism by you after such a minimum might have been fixed. 
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Mr. Roruman. I would suggest what the committee might want 
to do is determine the effect in these lower industries upon curtailing 
employment by setting this minimum wage. I am sure our interests 
are mutual in attempting to improve the economic and social and the 
human position of these persons of low income caught in the situa- 
tion you describe of an unemployment area 

It may be, in our efforts to attempt to do that, you are dealing with 
the facts of a particular industry that would result in a curt: uilment 
of employment and not helping those persons. So we must be very 

careful; I am sure you will agree that we don’t do something that 
will hurt them. 

Senator Dovenas. Might it not result in increasing the price of 
overalls and coveralls? If you fix this minimum wage below which 
the industry cannot go, and it raises costs, and assuming that would 

raise prices, it would increase the price of overalls and coveralls; isn’t 
that true? 

Mr. Roruman. I would think that an increase in labor costs may 
result in an increase in pr ce 

Senator Doueias. Now, I don’t think that this would increase the 
cost of living for bank presidents, because I believe their morning 
attire is different from overalls and coveralls. Therefore, complaints 
should not be made by representatives of that group. It would affect 
the cost of living of skilled workers and factory workers, but it so 
happens that the representatives of factory workers are here asking 
not for $1 an hour but for $1.25 an hour, and they have undoubtedly 
thought this over and have decided that they are willing to pay the 
price even though their overalls may cost a few cents more. 

Now, are you going to say that you should protect them against 
themselves, Mr. Rothman ? 

Mr. Roruman. I think that the matter again gets down to the crux 
of the question of whether the industry can absorb the increase without 
curtailing the employment. 

Senator Dove.as. It can absorb it if it raises the prices. I don’t 
know what the labor cost would be, but I would doubt if the increased 
cost per overall or coverall would have to go up more than 10, 15, or 
2U cents. 

Mr. Roruman. I would submit that that may be a part of the prob- 
lem, but the committee will want to look into whether there are not 
many other factors. 

Senator Doveias. We are asking for your assistance, Mr. Rothman. 
I didn’t introduce the work- -clothing i issue, you introduced it, and now 
I am trying to follow this lead which you so kindly began. 

Mr. Roruman. I think there are other factors besides increasing the 
price of the product that must be taken into consideration in deter- 
mining the question. 

Senator Dovenas. If the price of the product is increased, then the 
strain upon the employer is reduced, and if it is made uniform then 
you have an increase in the price, do you not? Of course, there might 
be some shifting of industry. 

Mr. Roruman. I couldn’t answer that. 

Senator Dove as. Let us turn from work clothing to another low- 
wage industry. Is food one? 





AMEND FAIR LABOR STANDARDS ACT OF 1938 Q] 


Senator Smiru. One question: When you refer to the possible in- 
crease in price, it occurs to me that the increase in price of the product 
might sieee the sales of the product and you might be back where you 
began. Is that true, or do you think that the product could stand an 
increase in price ¢ 

Mr. Roruman. I think your statement is true. As a matter of eco- 
nomics, increasing the price may result in reducing the sale of the 
product. I think among the factors, as far as the particular plant is 
concerned, it may have an adverse effect on that plant and not on others. 
I am not prepared to say what the effect of increasing the price of 
work clothing would be. 

Senator Dovetas. I wonder if the staff would work out the per- 
centage of labor cost in the production of overalls and work clothing, 
and calculate the increase in cost resulting from a minimum wage of 
$1 an hour. How much would this affect the retail price? That 
would be very interesting. 

My offhand curbstone opinion is that an amount somewhere be- 
tween a dime and a quarter would be a very liberal allowance, and I 
cannot imagine that the workmen of the country would greatly dimin- 
ish their purchase of coveralls as a result of such an increase. I would 
not expect them to wear good suits to work because the price of cover- 
alls has gone up. 

What about food ? 

Mr. Roruman. I will be glad to go into food if it appears in these 
tables. I was going to suggest men and boys’ dress shirts. 

Senator Dovenas. All right, take up men and boys’ dress shirts. 

Mr. Roruman. Thirty-three percent of the workers receive less than 
90 cents an hour, and 46 percent of the workers receive less than $1 
an hour. 

Senator Doveias. How many are there? What is the total num- 
ber employed ? 

Mr. Roruman. Ejighty-nine thousand persons. 

Senator Dovceias. So roughly there would be 43,000 affected by an 
increase to $1 an hour. What percent was it for 90 cents? 

Mr. Roruman. Thirty-three percent as compared with 46 percent. 

Senator Dovetas. A little less than 30,000; 13,000 would be covered 
in addition to those who would get the increase by virtue of being 
under 90 cents an hour. 

Where are these industries located ? 

Mr. Rornman. About half are in the South, Mr. Chairman. 

Senator Dovetas. And the other half? 

Mr. Rornuman. Scattered throughout the country. 

Senator Dovenas. Chiefly concentrated where? 

Mr. Roruman. Mr. Weiss, would you answer that question ? 

Mr. Wess. I think the Middle Atlantic States, largely. 

Senator Doveras. Pennsylvania, again? 

Mr. Wetss. To some extent. New York State. 

Senator Dove.as. The anthracite and bituminous region? 

Mr. Roruman. No; I don’t believe so. These are the regular men’s 
and boys’ shirts, the clothing centers. 

Senator Dovenas. In other words, they are not located in the grossly 
surplus labor areas? 
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Mr. Wertss. Not especially. It is about half in the North and half 
in the South. 

Senator Doveias. And the North has low wage workers, too, as well 
as the South? 

Mr. Weiss. Some. Not as much as the South. 

Senator Dovcias. Where are these factories located in the South? 

Mr. Weiss. Scattered throughout the South, I believe. 

Senator Dovucias. Not concentrated ? 

Mr. Weiss. No; I don’t believe so. 

Senator Doveias. My wife buys my shirts for me, so I am not too 
well acquainted with the industry. I count four heads that tell me 
that they cannot buy their shirts for less than $2. Maybe others pay 
more. 

What would be the percentage increase in the labor bill if you raised 
the wage to $1? 

Mr. Roruman. The difference would be between 3 percent at 90 
cents and 7 percent at a dollar. 

Senator Doveias. What proportion of the final selling price do 
you think the labor cost of manufacturing comprises ? 

Are there any retail haberdashers here or their son or assistant or 
cousin ? 

Would you give your name, please? 


STATEMENT OF H. H. BOOKBINDER, FORMERLY WITH 
AMALGAMATED CLOTHING WORKERS 


Mr. Booxstnper. H. H. Bookbinder. I was with Amalgamated 
Clothing Workers for a year. 

Senator Doveras. What is the retail mark-up ? 

Mr. Booxsrnper. Forty percent of the total retail price. 

Senator Douctas. Sixty-seven percent of the wholesale price? 

Mr. Booxernper. Yes. 

Senator Dovegias. What is the wholesale mark-up? 

Mr. Booxeinper. You mean the profit margin ? 

If I may suggest, the answer to your original question, the direct 
manufacturing labor cost in relation to the final selling price at the 
store is somewhere in the neighborhood of 20 percent. 

Senator Doveras. So if you get a Democratic shirt at $2 or $1.50 
or $1, the cost would be 20 cents, 30 cents, or 40 cents, and a 7 percent 
increase in these costs would raise the price by 114 to 3 cents? 

Mr. Booxsrnper. That sounds quite correct. 

Senator Doverias. Do you think that an increase in costs of from 
114 to 3 cents would greatly diminish the demand for shirts, Mr. 
Rothman ? 

Mr. Rornman. If the facts submitted are correct, I think the answer 
is quite apparent. 

Senator Doverias. What would that be, for the sake of the record ? 

Mr. Rornman. Probably not. 

Senator Dovenas. Probably not. 

Now, then, I would suggest that if these facts stated by Mr. Book- 
binder are wrong 

Are there any representatives of the Department of Commerce 
here? There were earlier in the day. 
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Now, you will not be sworn. You can make your statement freely. 
You have nothing to fear, gentlemen, so if there are representatives 
of the Department of Commerce here, will they step forward ¢ 

May I ask that a copy of this testimony be forwarded to them ¢ 

Mr. Roruman. The subcommittee may want to give consideration 
to the effect of such an increase upon the southern mills. 

Senator Dovue.as. I understand that. 

Has a representative of the Department of Commerce just come 
in the door ? 

Are you a representative of the Department of Commerce? 

Mr. Kitcu.ten. Yes, Senator. 

Senator Doucias. Mr. Bookbinder, will you repeat the statement 
about the percentage of labor cost in manufacturing as compared to 
the retail selling price in men’s and boys’ shirts, and I would ask 
the representative of the Department of Commerce, who will give his 
name, to listen to this. 

Mr. Booxstnper. I estimated that in the average case, the direct 
labor cost of the manufacturing of a dress shirt represents about 20 
percent of final selling price at the retail level. 

Senator Dove.as. Now, sir, would you give your name for the 
record, and would you try to get this information for us to see whether 
or not this statement by Mr. Bookbinder is correct or incorrect ? 


STATEMENT OF JOHN KILCULLEN, ASSOCIATE GENERAL COUNSEL, 
DEPARTMENT OF COMMERCE 


Mr. Kitcutten. My name is John Kilcullen. I am associate general 


counsel of the Commerce Department. 

Senator Doueias. Would you see that this information is furnished 
to us? 

Mr. Kincutten. Yes, I will. 

Senator Doucias. Thank you very much. 

(The information referred to follows :) 


DEPARTMENT OF COMMERCE, 
Washington 25, May 2, 1955. 
Hon. Paut H. DOuGLAs, 
Chairman, Subcommittee on Labor, Committee on Labor and Public 
Welfare, United States Senate, Washington, D. C. 

Dear MR. CHAIRMAN: During the course of the hearings before your Subcom- 
mittee on Friday, April 15, on amendments to the Fair Labor Standards Act, you 
requested information as to what percentage of the retail sales price of a 
man’s dress shirt is represented by the manufacturer’s direct labor costs. Mr. 
Rothman, who was testifying on behalf of the Department of Labor, indicated 
that he did not have any data on this question, and you requested that the 
Department of Commerce attempt to supply this information. 

The most recent data collected by the Department of Commerce for the men’s 
dress shirt and nightwear industry covers the year 1953. This data shows that 
the value of shipments by manufacturers in the industry in that year was $810 
million, and that salaries and wages paid in the industry in that period amounted 
to $243 million. Thus, the direct manufacturing labor cost represented 30 
percent of the wholesale value of goods produced. 

It is our understanding that in this industry the great bulk of the manu- 
facturer’s sales are made directly to retailers. The Department does not 
have any exact information with respect to the retail gross profit margin on 
dress shirts, but we have some indications that it ranges from 33% to 40 percent 
of the retail sales price. 

I trust that this information will be of assistance to you. 

Sincerely yours, 
Puirire A, Ray, General Counsel. 
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Senator Dovetas. Well, assuming Mr. Bookbinder’s testimony is 
right, this would indicate an increase in a $2 shirt of approximately 
3 cents, increasing the price from $2 to $2.03, if there is no further 
increase, or let us make it a full nickel and say $2.05. That would 
have very little effect on demand. 

Mr. Roruman. The committee will want to appraise the total effect 
between 75 and 90 cents and between 75 cents and $1. 

Senator Dovetas. I think you said the increase would raise the 
total wages bill by 14 percent. I thought that was your answer. 

Mr RoruMan. For the South it would be 12 percent. 

Senator Doueias. Well, if a shirt costs $2, and the labor cost is 20 
percent of that, the labor cost would be 40 cents. Seven percent would 
he one-fourteenth of that, so you would increase costs by 3 to 5 cents 
per $2 shirt. You said the answer was obvious, and it would not affect 
the total demand appreciably. 

Mr. Roruman. I think that is something for the subcommittee to 
study. 

Senator Dovcias. We are trying to find out step by step, industry 
by industry. 

Now, do you have any other lame industries you want to bring forth 
vefore we turn to food and bakery products ? 

Mr. Roruman. There are a number of these industries listed in the 
table which we submitted to the committee. 

Senator Doveras. Which table is that? 

Mr. Roruman. C-6 of Exhibit C. 

Senator Doveias. What was that table? 

Mr. Roruman. C-—6 as well as C-7, and also C-5 of Exhibit C. I 
have been reading from table C-6. 

Senator Dovenias. We have taken sawmills, work clothing, men’s 
and boys’ dress shirts. Now, what else do you want to bring up? 

Mr. Rornuman. Whatever you may wish to inquire about. 

Senator Doveras. Well, candy and confectioneries lies up near the 
top. Forty-seven thousand production workers, at 90 cents, 10 per- 
cent affected; at $1, 23 percent affected; is that correct ? 

Mr. Rornman. Yes. 

Senator Doveras. Do you think a minimum of $1 an hour would 
hurt the candy industry? It would increase the wages bill by 2 per- 
cent; isn’t that right? 

Mr. Roruman. Yes, that is the figure. 

Senator Doveias. Do you think a 2 percent increase in the wages 
bill would greatly diminish the consumption of candy, or the number 
of boxes that a young man would give to his young lady ? 

Mr. Rornman. However, in the South the increase would be sub- 
stantially more. Table C—6 shows the country as a whole, and the 
increase in the South would be the difference between 3 percent and 
9 percent, so there would be a difference between the country as a 
whole and the impact upon the part of the industry in the South. 

Senator Dovetas. Is there anyone who is in the candy business here, 
or has a relative who is in the candy business? 

Does anybody know about the markup of retail stores on candy ? 

I would be dubious whether it was any less than the 40 percent 
of wholesale price, or 67 percent of billing price. 

If that is so—and I regret that I have not purchased as many boxes 
of candy for my wife recently as I might have, but I believe you can 
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get a very good box of candy for $1.25 a pound—I wonder if manu- 
facturing cost is more than half of that. Remember you are dealing 
with raw materials such as sugar, glucose, and other delectable items, 
and nuts. I doubt that the labor costs on these items exceeds 20 
percent of the total, or, roughly, let us say, 25 cents for a pound. 1 
think that is a very liberal estimate. 

Now, you say there would be an increase of 2 percent for the country 
as a whole in labor costs; 2 percent of 25 cents is one-half cent. Do 
you think the addition in cost of one-half a cent, or even a cent to $1.25 
candy would be very appreciable, or if you come down into the lower 
figures, do you think that on increase of a fraction of a cent to a 5-cent 
bar of candy would deter the boy or girl from getting a candy bar 
after school hours? 

Mr. Roruman. Well, I am not an economist, and I think that the 
committee when they want may wish to inquire into all of the other 
factors that may go into price. 

Senator Douceias. We are trying to do that. We are trying to 
get this industry by industry. 

Mr. Roruman. And the effect of these increases upon related parts 
of the industry. 

Senator Douaetas. It looks on the surface if you only get an in- 
crease of 2 percent in labor costs in an industry where there is a big 
retail markup, where material costs are a major expense, where pro- 
duction as I oo seen it in candy factories in Chicago—which make 
quite a lot of candy—lI say where production is pretty well mecha- 
nized, it seems to me that this would be a very small increase in the 
cost of a pound of candy in terms of cents. 

I don’t think there would be much decrease in the demand for 
randy, and, hence, the employment in the candy industry. 

Mr. Roruman. Perhaps Mr. Weiss, who is an economist, may have 
an additional contribution to this. 

Mr. Weiss. Well, Senator, I think perhaps the effort to highlight 
it has oversimplified the problem. The figures we are giving here 
are figures of the direct effects of bringing the workers under a par- 
ticular rate tothat rate. We are taking into account no indirect facts. 

Senator Doucias. You mean the relation of wages of workers 
affected by an increase in the minimum wage to the wages of other 
workers ? 

Mr. Weiss. That is right. 

Senator Dovetas. I am using the figures you have given me. You 
cannot ask me to be more criticial of your figures than you are 
yourselves. 

Mr. Weiss. We can be quite critical of these figures in terms of 
telling the whole story. 

I might also mention that, of course, there may be additional wage 
costs along the line before you get to the ultimate consumer with your 
candy, in the wholesale house, for example, and there may be a certain 
amount of pyramiding of costs and margins along the way, too, so it is 
pretty hard to start with an increase in labor costs at a factory and 
end up at the retail price level. It is just a difficult operation. 

Senator Dovetas. Well, the groups affected will be the wholesale 
trade, and if the very interesting amendment proposed by the Secre- 
tary of Labor were to go into effect, the chain stores. 
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Well, what about bakeries? The Lord’s Prayer says “Give us this 
day our daily bread.” Would the cost of a loaf of bread go up? 

Mr. Roruman. Will you repeat the question, sir ? 

Senator Dovetas. Would the stenotypist repeat it, please ? 

(Senator Douglas’ question was read.) 

Senator Dovenas. If $1 an hour were established as the wage, the 
minimum wage ? 

Mr. Roruman. The table submitted shows 

Senator Doveras. Where do you find bread ? 

Mr. Weiss. C-—5, please. 

Mr. Roruman. Table C-5, and the table submitted shows that pres- 
ently 6.9 percent of the employees earn less than 90 cents, and 10.8 
percent earn less than $1. 

Senator Doveras. Not too many there. 

Now, I notice canning. There seem to be a large number in the low 
wage group in canning. It is just above the entry you have been 
reading for baked goods. 

Mr. Roruman. Canning? 

Senator Doveras. Yes. Would you give the figures for the record 
there ! 

Mr. Rornman. The difference between 23.8 percent at 90 cents and 
52 percent at a dollar. ; 

Senator Doveras. Well, isn’t that a somewhat markedly low wage 
industry ? 

Mr. Roruman. I think it is one of the industries usually given con- 
sideration, when consideration is given to the low paying industries. 

Senator Dovatas. Is it not true that though the cost of food products 
on the farm have decreased markedly since October, 1952, that the 
price of food products in the cities has not fallen ? 

Mr. Roruman. I think that is a question for the economist to 
answer. 

Could you answer that, Mr. Weiss? 

Mr. Weiss. I don’t recall the figures directly. I think there might 
have been a slight decline in food costs. 

Senator Doveras. Roughly, there has been a fall since 1951 of 25 
percent in farm products, and a fall of at least 15 percent in the price 
of farm products since October 1952, but the cost of living index in 
cities, as I remember it, has not fallen at all. 

Mr. Weiss. The cost of food itself, that particular component, I 
believe, has come down a little, hasn’t it? 

Senator Doverias. Would you submit figures on that? 

Mr. Wetss. Yes, we can; surely. 

Senator Doveras. In any event, we have had a great decrease in the 
price received by the farmer, but no real decrease in the price paid by 
the consumers. Therefore, somewhere along the line costs and/or 
profits have increased. 

I have here the consumer price index, United States Department 
of Labor, Bureau of Labor Statistics, series B—1, figures. date not indi- 
cated. The food average for October 1952 was 115; for February 1955 
it was 110.8, a slight decline. So there has been only a small decrease 
in the prices of food to the consumers, though a great decrease in the 
prices for food products received by the farmers. Therefore, some- 
thing has happened along the line. 
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Wouldn’t you think, therefore, that possibly the canning and pre- 
serving industry would be in a position to stand an increase in wage 
costs? 

Mr. Rornman. The administration is recommending an increase to 
90 cents. 

Senator Dova.as. A slight increase. Don’t you think it should go 
up to a dollar? 

Mr. Roruman. I think that industry representatives undoubtedly 
could give you much better information upon the effect, say, in can- 
ning, of the increase. 

Senator Doveias. You see what I have been trying to do is go into 
the argument that you have been advancing, namely, that industry 
could not stand a $1 an hour wage without creating a lot of unemploy- 
ment, industry by industry. We have taken up the most important 
low-wage industries. I haven’t had any presuppositions as I have 
approached this problem. 

It would seem to me that, as far as the material which we have 
brought out this morning is concerned, it would seem to indicate that 
this burden would not be as heavy as you fear. 

Mr. Roruman. I will certainly agree with you that what we are 
trying to do is arrive at the reasonable and appropriate amount of the 
increase, and we are mutually exchanging information on this point. 

Senator Doueias. And no one’s thinking is better than his informa- 
tion, is it? 

Mr. Roruman. That is right. 

I would like to suggest to the subcommittee that it will also want 
to take into consideration and evaluate in this connection this fact: 
It is my understanding, and this information appears in a document 
of the Department of Labor called Results of Minimum Wage In- 
creases of 1950, which is a part of the record, that in some of these 
lower-paying industries of the South, for example, sawmills, the 
wages of the lowest paid workers cluster around the 75-cent minimum 
limit. The large number of them are getting earnings of between 
75 and 79 cents. The result of the increase to 75 cents resulted in 
bringing these workers up to the minimum. 

That may be a factor the committee will want to consider in evalu- 
ating how much above that we should go. 

Senator Doveias. Your figures on the percentage increase in the 
wage cost which would be caused by bringing them up to the minimum 
cover that point. Your table 6 covers that point. 

Senator Smith, I have been shutting you out. It is not intentional. 

Senator Smirn. I have no further questions at this point. Thank 
you. 

Senator Douctas. There is just one further industry that I want 
to take up, and that is boots and shoes. Do you have boots and shoes 
on table 6? 

Mr. Roruman. Footwear. 

Senator Dovuetas. That would include boots and shoes, I would 
assume, 

Mr. Roruman. Yes. 

As the chairman will observe, the number of employees, and using 
at this time, since it appears on the table, the number of employees 
that receive less than 85 cents, the percentage is 13 percent. At 90 
cents, 19 percent, and at $1, 30 percent. 
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Senator Doveias. And what would be the percentage increase in 
the wage bill which would be caused by raising the minimum to $1, 
the direct cost ? 

Mr. Roruman. In this instance, as the chairman will observe from 
the table, the increase is comparatively smail, the difference is between 
1 percent and 3 percent. 

Senator Doveras. That is 1 percent at 90 cents, 3 percent at a dollar. 

Now, just a minute. Is there anyone in the shoe business in the 
room, or anyone who has a relative in the shoe business, or who has 
ever worked in a shoe store or is acquainted with the shoe industry # 

The representative of the Department of Comerce, you are an at- 
torney and not an economist ? 

Mr. Kircutien. That is correct. 

Senator Dove.as. Well, we won’t call on you as a witness. 

Mr. Rothman, have you ever had any experience in the shoe in- 
dustry ? 

Mr. Roruman. Only as a salesman. 

Senator Dovetas. You have been a salesman? Well, I would say 
that this qualifies you to serve as an expert. 


What is the percentage of markup in the shoe industry in retail 
shoe stores? 

Mr. Rornuman. I thought, Senator, that most people that worked 
their way through high school and law school at one time worked in 
a shoe store. 

Senator Dovetas. I haven’t been able to find any. 

What was the percentage markup at the time you were a shoe 


salesman ? 

Mr. Roruman. I cannot tell you. 

Senator Doverias. Have you a guess? 

Mr. Roruman. No, it has been many years since I sold shoes when I 
was in high school. 

Senator Dovetas. You are not as old a man as I am, Mr. Rothman. 
You are young and vigorous. Can’t your memory go back? 

Would you say that it would be less than the 40 percent mentioned 
for shirts or 40 percent of sales price? 

Mr. Roruman. I cannot say, sir; I do not know. 

Senator Doveras. I hope you remember your algebra and your law 
better than this. 

Would the staff find out what the retail markup is at shoe stores, 
the wholesale markup and have the percentage of labor cost to final 
product ? 

Again giving purely a curbstone opinion, and without the expert 
background that our witness has, I would say that on a $10 pair of 
shoes it would be unusual if the labor cost exceeded $2 or $2.50, and 
if we take 3 percent as the increase in cost that would be 6 to 714 
cents. 

Do you think this would increase the number of barefooted boys in 
the canyons of Wall Street, Mr. Rothman ? 

You must forgive my attempts at humor, but I believe in at least 
lightening up these proceedings with attempts at it. 

Mr. Roruman. Well, what concerns me about these matters is 
whether we are getting to the crux of the problem of whether in the 
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particular industries most directly affected it will result in any sub- 
stantial curtailment of employment. I see that it is a difficult problem 
for the committee to consider. 

Senator Dove.as. It is only an increase of 3 percent in the wages 
paid in boots and shoes. 

Mr. Roruman. I think an economist, and one particularly ac- 
quainted with the economics of the industry affected, would be in the 
best position to answer that question. 

Senator Doveras. Can’t you venture an opinion? 

Mr. Roruman. I think that there may be some danger in venturing 
an opinion as to the effect upon parts of the industry. 

Senator Dovetas. It doesn’t look as though it would be a great and 
catastrophic effect, does it, a 3-percent increase in the wages bill 
at the factories in boots and shoes ? 

Mr. Roruman. I do not know whether it would in the particular 
industry or not. 

Senator Dovetas. Senator Smith? 

Senator Smiru. No questions. 

Senator Doveias. Well, Mr. Rothman, we have had a very interest- 
ing morning. As later questions develop we may summon you back. 

Have you studied Senate 1437 introduced by Senator Capehart? 

Mr. Roraman. Would you repeat the number and name? 

Senator Dove.as. Senate 1437, introduced by Senator Capehart for 
himself and Mr. Curtis. 

Mr. Roruman. I am familiar with the bill. 

Senator Doveras. As I understand it, it excludes individuals who 
under the common law have the status of independent contractors. 

Is your legal staff here? 

Mr. Roruman. Yes, we have representatives. 

Senator Doveras. Are they ready to testify, or would they prefer 
to wait? 

Mr. Rornman. I would suggest, that we comment on this bill in 
connection with our comments on the several other bills before the 
subcommittee. 

Senator Doveas. Well, this is very important because of its effect 
on coverage. 

Are you prepared to say now whether it would reduce coverage and, 
if so, by how much ? 

Mr. Roruman. I would be prepared to say now that it would reduce 
coverage. It would have an important effect upon the operation of 
the bill. It may in its efforts to deal with a special problem of some 
kind encompass much more than might be intended. I cannot give 
you the figure as to the amount of coverage, and would prefer to sub- 
mit, in connection with our comments on all of the bills, our view 
upon this one. 

Senator Dovetas. Could you tell the-principal industries where 
coverage would be reduced ? 

Mr. Roruman. I would prefer to submit within a short time our 
analysis of the bill so that we may have that accurately analyzed. 

Senator Doveias. Are you ready now to state what the attitude of 
the administration is toward this bill? 

Mr. Roruman. I would like to take that into consideration in con- 
nection with our comments on all of the measures. 

Senator Doveras. Thank you very much. 
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We will adjourn until Monday morning at 10 o’clock when Mr. 
George Meany, president of the American Federation of Labor, will 
be the witness. Later in the day we will have a press release giving 
the list of witnesses and the tentative times of their appearance. 

I may say that in general we have had Government witnesses this 
week, and it is the intention next week to have labor witnesses, and 
the following week employer witnesses. We will then try to have 
representatives dealing with Puerto Rico and those who have had some 
experience in the States in dealing with this issue. Then we will in- 
vite certain witnesses, citizens who have no immediate economic con- 
cern in the matter, but who have opinions. We also will provide 
opportunity for brief rebuttals for both employers and unions. 

Mr. Rothman, we may ask you back again. You have been such 
a cooperative witness this morning, and we like you so much that we 
may ask you to appear later. 

Thank you very much. 

Mr. Rorpman. The Department will be privileged to assist the 
committee and its technical staff in every way. 

(Whereupon, at 12:30 p. m., the subcommittee adjourned.) 
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MONDAY, APRIL 18, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON LaBor, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
Washington, D.C. 
The subcommittee met at 10 o’clock a. m., Chairman Paul H. 
Douglas presiding. 
Present: Senators Douglas (presiding), McNamara, and Gold- 
water. 
Other committee members present: Senators Neely and Lehman. 
Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members; and Dr. Fred H. Blum, consultant. 
Senator Dovcias. The committee will come to order. 
We are very glad to have you with us, Mr. Meany. We would like 
to have you proceed in your own way. 


STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN 
FEDERATION OF LABOR 


Mr. Meany. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, one of the most 
critical issues confronting this session of Congress is the revision of 
the Fair Labor Standards Act. I am glad to present to this com- 
a the views of the American Federation of Labor on this vital 
subject. 

The deliberations of this subcommittee and the subsequent action 
which Congress takes on this question is of tremendous importance 
to the future of our domestic economy, and, in addition, to our con- 
tinuing prestige among the nations of the world. America’s wage 
and hour legislation is in urgent need of revision. The necessity for 
prompt action has drawn the attention of workers everywhere. 

Almost 6 years have passed since Congress last examined this 
statute, years of tremendous change in the world and here at home. 
With each passing year the Nation’s wage standards have deterio- 
rated in the face of America’s economic progress. 

The issues raised by this hearing are not questions that can be 
settled by the simple application of statistics or economic methods. 
They present questions of the heart as well as of the mind. Revision 
of the Fair Labor Standards Act poses one question which every 
Senator, every Congressman, even every American, must answer for 
himself. That questions is: “Is America willing to see that the fel- 
low at the bottom of the economic ladder is given a lift?” 
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In very plain language, that is the question that must be faced by 
this subcommittee, and both Houses of Congress. We in the Amert- 
can Federation of Labor hope and expect that this session of Con- 
gress will answer “yes,” that every American deserves an oppor- 
tunity to advance to a higher standard of life. 

The Fair Labor Standards Act must be improved and improved 
substantially. The Nation cannot afford to let another year pass with- 
cut improvement, nor can the need for improvement be satisfied with 
only limited adjustments. The need is too great to be met by minor 
or timid changes. 

It is our contention that the law’s minimum wage standards must 
be raised, that its provisions should be extended to cover millions of 
workers now denied its protection; that its hours standards should 
be reexamined, and that a number of other provisions need to be 
strengthened. 

Of first importance, however, is the critical issue of the statutory 
minimum wage. The minimum wage today is 75 cents an hour. 
Let us face it. Even when this rate was set in 1949 it was not enough 
to meet the test which the law itself sets down of a “minimum standard 
of living necessary for health, efficiency, and general well-being of 
workers.” 

We have given this question our most serious consideration. We in 
the American Federation of Labor are firmly convinced that an in- 
crease in the minimum to $1.25 an hour is amply justified. An in- 
crease of at least this amount is needed if this country is to make 
a meaningful start toward the goal of an adequate standard of living 
for all. 

A number of considerations have led us to recommend a $1.25 mini- 
mum wage. 

(1) America must set an example of what can be done in a free 
society to bring abundance for all to share. Increasing the minimum 
wage will provide an even sharper contrast than at present to life in 
the Soviet Union and its satellite states where Communist rulers have 
not been able to provide more than a bare subsistence level of living 
to their oppressed workers. 

(2) Vital moral and social principles are at stake. These are often 
overlooked because they are not easily translated into dollars and 
cents. A man able and willing to work is entitled to the dignity of 
a living wage that a $1.25 minimum will help bring. The higher mini- 
mum will more than repay its cost by reducing the toll taken by 
disease, slums, and crime. 

(3) The Nation needs the economic boost which will be provided by 
a $1.25 minimum. And only a minimum standard of this order will 
meet the economic needs of the Nation in an age of rapidly advancing 
productivity. 

Let me discuss in order these international, moral, social, and eco- 
nomic aspects of this legislation. 

It may seem strange to say that this hearing will have international 
repercussions. Let me assure you, however, that both the workers 
enslaved behind the Iron Curtain and the workers in the many neutral 
countries around the world have a very real stake in these proceedings. 

America’s economic system is continuously under attack. The Com- 
munists like to emphasize the instability in the American economy as 
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opposed to the so-called “full employment” that they can offer to the 
workers. 

By its action on this legislation Congress has a golden opportunity 
to demonstrate the vigor and growth of the American economy ; by 
enacting a substantial increase in the minimum w age it can show the 
world how the American economy truly benefits all of the workers, 
that even those at the bottom of the ladder share the fruits of Ameri- 

‘an progress. 

A substantially higher minimum wage is the kind of action that 
the men in the Kremlin fear most. It is a stor y that their propaganda 
machine is least able to counteract. It is the type of action that will 
win more and more friends for our American economic system every- 
where in the world. 


MORAL AND SOCIAL CONSIDERATIONS 


Moral considerations are important in a moral nation. An inade- 
quate minimum is morally wrong. How can we tolerate a minimum 
so low that several million workers and their families do not have a 
decent standard of living? How can we tolerate the wreckage to 
family life when several or all members of a family must work, or 
when a man must labor so long that he has no time at home for his 
wife and children? Our self-respect as a nation requires that such 
wrongs be wiped away with an adequate minimum wage. 

There are some people in America who even in this modern age con- 
done or approve of low wages. They snugly assert that workers who 
make as little as 75 cents or $1 an hour are not worth more or only have 
themselves to blame. 

This is an immoral and dangerous state of mind. It fails to take 
account of human needs, and it fails to recognize the Nation’s self- 
interest. The fact is that low-income groups are a drag and a drain 
on the entire community. The general progress is limited if all do 
not share in it. 

Let us remember that low-income families cannot realize their po- 
tential as human beings. Low income and its miseries breed disease, 
slums, and degraded living, crime, and other social ills. The costs 
are met by the public asa whole. The companies which pay the lowest 
wages profit at the expense of their workers and are actually being 
subsidized by the rest of the community. It is the taxpayers who bear 
the finane ial costs and losses resulting from low wages. 

The minimum wage should be high enough to enable a family to 
live in “health, efficiency, and well- being. > “That is the objective set 
by the Fair Labor Standards Act. 

How much is required by a family to live decently? The United 
States Department of Labor checked 34 cities back in October 1951, 
to see what a family of 4 needed for what the Department called a 
modest but adequate living. It found that the least expensive city at 
that time was New Orleans. The annual income needed there was 
$3,812. In Washington this modest budget required an income of 
$4,454. Remember, this is not luxury. It isn’t even comfortable 
living. It allows for an overcoat ever y 7 years, a skirt every 5 years. 
The family ‘an get a toaster every 25 years. It allows less than 2 
quarts of milk a day for a family with growing children. The family 
eats hamburger and stews, not steaks or chops. Yet this family 
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budget is far more than a man makes at $1.25 an hour. A full year’s 
work of 2,000 hours at the $1,25 minimum would earn only $2,500, 
compared to the more than $3,800 required for adequate family living. 

There is another yardstick. Several States have investigated the 
amount of income required for a minimum living standard for a single 
self-supporting woman with no dependents. Four States and the 
District of Columbia have made such studies since 1952. Although 
they vary and are made on different assumptions, these studies cal] for 
a requirement of a low of $1,967 in Massachusetts to $2,664 in the 
State of Washington. 

The $1.25 minimum which yields annual income of $2,500 for a full 
year’s employment is therefore about the amount necessary in most of 
these States to support a single woman without dependents on a mini- 
mum basis. A worker with a family to support clearly must have a 
much larger income. 


ECONOMIC FACTORS 


A $1.25 minimum wage makes sense economically. It would reflect 
current levels of national production and income. It would take into 
account the great growth of our economy since the Fair Labor Stand- 
ards Act was first adopted in 1938 and revised in 1949. Our output 
has advanced at a pace which is the marvel of the world, a pace which 
was beyond our most ambitious dreams two decades ago. 

This growth has proved America’s amazing capacity for expansion 
and for enrichment of living standards. We must not underrate this 
capacity. A minimum-wage standard of $1.25 is well within our 
reach. Our country has the ability to achieve goals we set our minds 
and hearts to. 

At this very moment the economy needs the beneficial effects of a 
higher minimum wage. Today’s economy is in an uncertain state. 
In recent months we have had a welcome rise in business activity 
from a period of recession, but the economic machine threatens to 
run out of gas. We won’t be able to advance in the second half of 
this year on momentum alone. 

A substantial increase in the minimum wage would be translated 
immediately into an enlarged market for consumer goods. It would 
provide a much-needed stimulus at a strategic time. It would sustain 
and help expand the upward economic trend we seek. 

I want to direct your attention briefly to another point. Under- 
payment of wages is an unfair competitive method. An employer 
should not profit because he can get away with substandard wages. 
A substantially higher minimum wage would help prevent this. It 
would also protect those companies which are willing to pay a decent 
minimum wage but do not do so for fear of being undercut by their 
competitors. 

The Secretary of Labor, in his testimony to this subcommittee last 
Thursday, recommended a grossly inadequate increase in the mini- 
mum wage. He said he did not want to put a heavy burden on low- 
paying industries. Well, we also want these industries to stay in 
business and keep their workers on the job, but an inadequate mini- 
mum simply is not the proper answer. 

Some have said that the minimum we are recommending would 

‘aise difficult problems for some industries with a significant propor- 
tion of low-paid workers. But past experience indicates that, if 
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actually faced with the choice of meeting a decent minimum wage 
or going out of business, all but the most marginal firms will adjust 
to the higher minimum and continue to operate profitably. 

This conclusion is supported by all available historical evidence. 
When the statutory minimum wage was first being considered, and 
again when it was being revised, low-wage industries contended that 
their operations would have to be abandoned, that their workers would 
be thrown out of jobs if the proposed minimums were adopted. These 
dire predictions never came true. Studies of the aftereffects of mini- 
mum-wage increases demonstrate a record of successful adjustment 
by industry. 

The most recent experience, when the minimum was raised to 75 
cents in January 1950, has been examined by the Department of 
Labor. It reports practically no plant shutdowns or worker lay- 
offs stemming from the increased-wage requirements. The study 
concentrated both on the results in five low-wage industries, southern 
sawmilling, men’s dress shirts and nightwear, fertilizer, men’s seam- 
less hosiery, and wood furniture, and on all reports of problems of 
adjustment in other industries. 

The 75-cent minimum in January 1950 required increases for a 
substantial percentage of the workers in the low-wage industries. In 
southern sawmilling more than 60 percent of the workers had to be 
given wage increases to be brought up to 75 cents. And yet these 
industries adapted to the new minimum with what the Labor De- 
partment describes as “only very minor determinable effects.” 

In 3 of the 5 industries analyzed the higher minimum did not re- 
sult in any employment decline. There was a slight decline in the 
southern sawmilling and fertilizer industries, but the Labor Depart- 
ment found that this appeared to be due primarily to other factors. 

How many companies shut down? Among the southern sawmills, 
where the proportion of workers requiring increases was the highest, 
some 1 or 2 percent of the plants did go out of business. But the 
Labor Department says very significantly, “none of the operators 
of the closed mills held the 75-cent minimum solely responsible.” 
And “during the same period new plants became active so there were 
actually more mills in operation” shortly after the minimum went 
up than before. 

The same successful adjustment can and will take place again. 
The costs of a substantially higher minimum wage can and will be 
met largely through increases in efficiency of management, labor, 
plant, and equipment. Low-wage companies will be forced to revise 
their managerial methods and to introduce greater efficiencies in their 
operations. The higher wages in themselves will help increase pro- 
ductivity, for they will improve morale, health, and efficiency. 

It is difficult for many people to recognize or admit that higher 
wages do not automatically mean higher costs or prices. This is a 
fundamental fact of our economic system. The American experience 
is that higher wages stimulate increased productivity and efficiency. 
Competent management in this country consistently and successfully 
develops new methods and equipment to permit industry to function 
profitably with higher wage levels. 

This is what distinguishes our industrial system. This Nation has 
refused to accept a static view. It has refused to be obsessed by the 
notion that wages could not be increased. It has responded to the 
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challenge by developing increased efficiency to gain lower unit labor 
costs despite higher wages. It has therefore enjoyed greatly en- 
riched living standards, 

This spirit must be carried over to the determination of appropriate 
minimum wage standards. A limited view would mean limited bene- 
fits and lost benefits for the Nation. 

This is not just economic theory. Recent experience shows con- 
clusively that higher wages need not mean higher prices or even lower 
profits. Consumer prices today are no higher than in the middle 
of 1952, but average hourly pay of factory workers has increased 
from $1.67 an hour to $1.85. At the same time corporate profits 
have increased substantially. 

The economy can take in stride a $1.25 minimum and benefit from 
it. But what justifies $1.25 rather than $1.15 or only $1? The $1.25 
is justified by a combination of changes in wage levels generally, in 
productivity of the economy, and in living costs. These are basic 
factors which are generally recognized in collective bargaining. 

Tet me emphasize that the $1.25 minimum would directly bene- 

fit only a relatively few members of A. F. of L. unions. Few organized 
workers have remained at minimums of less than $1.25. The lowest- 
yaid workers are the unorganized workers. They are paid little 
ee they have little bargaining power. The minimum we seek 
would merely help give them some of the gains achieved by most union 
workers. 

The extent to which prevailing wage levels have risen since the 
start of 1950 is reflected in the data of the Bureau of Labor Statis- 
tics. They show that since February 1950 average hourly earnings of 
nonsupervisory factory workers, organized and unorganized, have 
increased by 48 cents. We must also take into account that by the 
time an increase in the minimum wage is made effective there un- 
doubtedly will have been a further rise of several cents. 

The increase for nonfactory workers is equally large. In construc- 
tion the average increase has been 64 cents an hour. Telephone work- 
ers’ earnings have gone up by 40 cents an hour, railroad workers by 
36 cents, gas and electric utility workers by 49 cents. In wholesale 
trade they have increased by 42 cents. Even in retail trade, which 
has lagged behind, the average rise has been 34 cents. 

Actually, such figures understate the wage advances of most work- 
ers, for the average is depressed by the fact that there has been very 
little increase in the lowest-paid jobs. Thus in manufacturing, if the 
lowest-paid jobs are excluded from the calculations, the statistics 
would show that workers on the remaining jobs averaged an in- 
crease of 50 cents or more an hour. 

Even if the minimum wage is raised to $1.25, the workers brought 
up to it would still not catch up with the general progress of other 
workers. The increases in wage levels I have just cited do not re- 
flect the substantial liberalizations gained by most workers since 1950 
in paid vacations, paid holidays, pension and health and welfare 
benefits, and other practices. These benefits have not been extended to 
the lowest paid workers in the same degree as they have become stand- 
ard for workers generally. 

The Secretary of Labor and the administration have recommended 
an increase of 15 cents in the minimum wage to make it 90 cents an 
hour. In this testimony the Secretary stated : 
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An increase in the minimum rate to 90 cents would adjust it to the increase 
in the cost of living and would permit some improvement in the position of the 
persons protected by the act. 

However, when the Sec retary says that the 90-cent minimum would 
allow “some improvement” for low-paid workers, he really means 
“very little improvement,” because a 90-cent minimum would allow 
improvement of less than 1 percent a year. 

Thus the administration is basing its recommendation primarily 
upon changes in the cost of living. In effect, the administration is 
saying to our low-paid workers that they cannot ever look for any 
real improvement in their living standards. This is tantamount to 
saying to them, “What you had “yesterday in the way of food, cloth- 
ing, and shelter is what you will have tomorrow.” If we were to carry 
this theory throughout our economy we would in effect be saying that 
no one could have a new automobile or a refrigerator unless he had 
one before. ‘This is certainly not the principle on which the American 
economy has achieved its greatness. 

Moreover, the 90-cent minimum is not supported by wage develop- 
ments in any part of the country. I call your attention to the fact 
that the record on a State-by- State basis shows that in not one State 
in the country has the rise in average hourly earnings in manufactur- 
ing since the minimum wage was ‘Jast. increased been as little as 15 
cents. 

It may be worth noting that in i Southern States, in which much 
of the lowest-wage industries are concentrated, the rise between Feb- 
ruary 1950 and January 1955 was 30 cents an hour. 

It must be recognized that this figure on aver ‘age increases under- 
states the gains of workers who have already risen well above the 
minimum level. Hundreds of thousands of workers paid at or near 
the 75-cent minimum have advanced little or not at all. The lag in 
their wages has, of course, seriously depressed the average. 

Much of the public discussion of minimum-wage adjustment has 
focused on changes in productivity of the economy and changes in 
the cost of living. It is proper to consider changes in these economic 
indicators, but it is improper to adjust the minimum wage merely on 
the basis of these factors alone. 

The experts differ as to the precise rate of increase of our pro- 
ductivity, but the Joint Congressional Committee on the Economic 
Report has estimated that the rise in the private sector of the economy 
has been 314 percent a year from 1950 to 1953. The statisties for 
1954 will show a smaller rise, but those for 1955 will likely show a 
much greater increase. It is reasonable to assume that the 314-percent 

rate of increase applies over each of the 6 years since the minimum 
wage was last revised. 

The cost of living, meanwhile, has increased since January 1950 
by 14 percent. 

If the 75-cent minimum wage were raised just to reflect the rise 
in the Nation’s productivity since the start of 1950, and to adjust for 
the rise in the cost of living since that time, the new minimum would 
be $1.05 an hour. 

This increase is not enough. It would only catch up with some 
changes in the economy. Our thinking in 1955 must not be geared 
just to catching up with the low 1949 “standards. Our sights must 
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be raised if we are really serious about genuine improvement in our 
minimum standard. 

I would like to refer specifically to Puerto Rico and the Virgin 
Tslands. 

The inhabitants of those islands are citizens of the United States. 
The growing industrial development of these islands has raised their 
living standards, but these are still far below the mainland level. 
The expanding industry of the islands needs to be integrated as 
rapidly as possible with the economy of the entire Nation. Other- 
wise, the lower level of wages, taxes, and other costs will turn the 
islands into a haven for irresponsible chiselers and runaway shops. 

Today’s extremely low wages in Puerto Rico threaten hard-won 
wage standards in the continental United States by providing a direct 
incentive to employers to relocate their operations to these Territories. 
The industry committee procedure now being followed to raise Puerto 
Rican wages has operated painfully slowly. There must be a floor 
under Puerto Rican wages just as there is on the mainland, and a 
more prompt and effective way must be provided for raising mini- 
mum wages, industry by industry, above the floor so that the statutory 
minimum wage can be extended to Puerto Rico as soon as is feasible. 

We recognize that this change cannot be made effective at once. 
Therefore, we propose as a first step that the minimum-wage rates 
now in effect in Puerto Rico and the Virgin Islands be increased by 
the same amount as the increase Congress enacts in the statutory 
minimum in the United States. In addition, since such an increase 
would not bring the minimum wage in the islands up to the statutory 
minimum, we recommend that the level of minimum wages in those 
Territories be increased periodically through a strengthened industry 
committee procedure so that full equality in minimum wages be- 
tween the mainland and the islands can be achieved as rapidly as 
possible. 

We urge that the present method of appointing industry committees 
which gives a majority of their membership to persons from Puerto 
Rico be modified to provide that the mainland representatives should 
at least have an equal voice on such committees as those from Puerto 
Rico. 

HOURS OF WORK 


It is easy to forget that the labor standards in the Fair Labor 
Standards Act include standards of hours of work as well as for 
minimum compensation. The law’s basic standard for hours is the 
40-hour week. 

When Congress first enacted the Fair Labor Standards Act in 
1938, it no more intended the 40-hour week to be a fixed, permanent 
standard than the 40-cent minimum wage. The time has come to 
reappraise the hours standard in the law in the light of the tremendous 
changes in economic conditions. 

Year by year our economy has become increasingly more productive. 
New machinery, more modern plants, new materials, more efficient 
methods of transportation—these as well as a host of other new im- 
provements have made it possible for each man-hour of work in our 
economy to yield an even higher output. 

The American Federation of Labor welcomes this development. We 
do not fear the possible development of automatic factories or any 
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revolutionary innovation that we may see in the new mechanical 
age. Our only concern is that the economy’s increasing ability to 
produce abundantly be utilized for the good of all and not for the 
benefit of a particular few. 

In the development of our economy the advances in productivity 
have been translated throughout the economy for the benefit of all 
in several ways. Two methods have been through higher wages and 
increased leisure in the form of shorter hours of work. 

In the early 1930’s the American Federation of Labor sponsored a 
proposal for a 30-hour week as an aid to combating the severe unem- 
ployment of that era. Although we were not entirely successful in 
that effort it was during this period that the 40-hour week became 
recognized as the standard for American industry. During the re- 
covery period in the late 1930’s, however, workers strove primarily 
for higher wages. They were naturally most interested in the higher 
income that would be brought by higher wage rates. During World 
War II the overwhelming need to obtain every possible increase in 
production ruled out any possibility of shorter hours of work. In 
fact, the average hours of work considerably lengthened in response 
to the urgent demands of the war economy. 

The shift from war to civilian production in the early postwar 
period produced special problems of readjustment involving cut- 
backs in overtime. After 4 long years of wartime shortages workers 
were anxious for increased income to replace wornout household 
goods and to buy various new and improved products that came on 
the postwar market. With rearmament and the Korean war, it again 
became necessary to lengthen the hours of work. 

The net result of these economic developments of the past 20 years 
has been almost a halt in the longstanding trend toward shorter hours 
of work. In fact, average hours worked in March 1955 were only 
about 3 hours below the level prevailing in March 1929. : 

In the past year or two, however, American workers have once 
again given increased attention to the possibility of greater leisure 
through reduced hours of work. A number of our affiliated unions 
are giving this objective priority in collective bargaining. In some 
industries, notably women’s clothing and printing, the 35- or 3714-hour 
week is already more common than a 40-hour week. 

The prospects for a continuing substantial increase in productivity 
throughout the economy underline the need for prompt action to 
achieve a shorter workweek. There is every evidence that the average 
annual increase in productivity in the next 5 years will at least equal 
and probably exceed th average annual increase of 314 percent achieved 
during the period from 1949 to 1953. 

This rapid rise in productivity will have serious repercussions upon 
the economy. Some of the problems that arise from the new use of 
automatic machinery are already being discussed by unions and man- 
agement in collective bargaining. It is clear that the trend toward 
automation will make posisble a far higher standard of living than 
was ever thought possible. Increased leisure which means shorter 
hours of work should be an important part of improved living 
standards. 

Such important social developments as the do-it-yourself movement, 
and the increasing emphasis on sports, music, amateur painting, and 
other types of recreation, demonstrate unmistakably the compelling 
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desire of Americans for more leisure time and their ability to use 
those extra hours in constructive rewarding ways. It is our good 
fortune that the rapid improvements in productivity make it possible 
for our economy to easily absorb a reduction in the workweek along 
with a continuing increase in wage and other types of income. 

The time has come for Congress to give this movement impetus by 
legislative action. At its 1954 convention, the A. F. of L. went on 
record for a change in the hours standard of the Fair Labor Standards 
Act from a 40- to a 35-hour week. Obviously, this change will involve 
some readjustment through American industry, and for this reason we 
believe that employers should be given a 2-year period in which to 
prepare for the change. 

Weask that this aieesmaniinen consider very carefully this proposal. 
We believe that a start must be made toward reducing the 40-hour 
standard in the Fair Labor Standards Act. America has the great- 
ness to provide increased income for its citizens while at the same 
time reducing the hours that each citizen must labor. 


COVERAGE 


Only 24 million of the Nation’s 44 million wage and salary workers 
are now protected by the Fair Labor Standards Act. In fact, many 
of these noncovered workers were specifically excluded from coverage 
by the 1949 amendments. 

Of course, workers employed by purely intrastate firms are outside 
the bounds of any Federal statute; but there is every reason for the 
law’s coverage to be extended to large numbers of workers employed 
by firms in interstate business who are now denied its protection. 

The Fair Labor Standards Act now covers only employees “engaged 
in commerce or in the production of goods for commerce.” Its cover- 
age is thus far more restrictive than the Labor-Management Relations 
Act which extends to all activities “affecting commerce.” We see no 
reason why the Fair Labor Standards Act should not cover the same 
groups of workers as the Labor-Management Relations Act, and we 
therefore recommend that its coverage extend to all “activities affect-: 
ing commerce.” We also propose that the definition of “production,” 
which was restricted in the 1949 amendments, be restored to its original 
wording so that all workers engaged in any process or occupation 
necessary to production would be covered. 

The American Federation of Labor recognizes that the Fair Labor 
Standards Act cannot cover small local businesses, such as corner 
grocery stores, boardinghouses, small restaurants, and the like. How- 
ever, it is altogether appropriate for it to be extended to large depart- 
ment stores, grocery chains, and large hotels. Such large-scale enter- 
prises are capable of meeting the minimum labor standards provided 
in the law and in full justice they should be required to do so. 

We therefore recommend that coverage be extended to chain retail 
and service enterprises having at least 5 branches and total annual 
sales of at least $500,000. It should also be extended to hotels with a 
minimum annual business of $500,000. 

The maze of provisions establishing exemptions for employees in 
these industries cannot be defended on logical or economic grounds. 
These indefensible exemptions deny the protection of the law either 
wholly or partially to large numbers of low-paid workers. Reflecting 
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the pressure of various employer interest groups the law exempts some 
of these workers from both the minimum wage and overtime provisions 
and some from only the overtime provisions, either entirely or for a 
certain period during the year. 

We recommend that all exemptions applying to these industries 
be removed so that all employees, including seasonal workers, are fully 
covered by the law. 


INDUSTRIALIZED AGRICULTURE 


Coverage under the Fair Labor Standards Act is completely denied 
to agricultural workers. Yet no group of workers is more in need of 
the act’s protection. They have no bargaining power and they are 
completely at the mercy of their employers. Since they are exempt 
from Federal labor relations statutes they are without any protection 
against arbitrary firing or discrimination for union activity, and their 
employers are not under any obligation to bargain with any unions 
they may organize. Such wor kers are denied unemploy ment compen- 
sation when they lose their jobs. 

Yet many agricultural workers are employed on large-scale mech- 
anized corporate farms which may accurately be described as indus- 
trialized agriculture. These mechanized farms do not bear the slight- 
est resemblance to small family-type farms. Workers employed in 
industrialized agriculture are hired and paid in the same manner as 
factory employees and may be discharged or laid off just as any ma- 
chine operator might be. The simple repetitive operations they per- 
form, such as picking fruit or harvesting crops, are similar to opera- 
tions performed on the factory assembly “line. 

These large thriving agricultural enterprises are fully capable of 
paying their employees a ‘living wage. It is high time that we began 
to give farmworkers a decent break. To continue to deny to these 
workers the protection of the law would perpetuate a serious injustice. 

We recommend that the present blanket exemption of agricultural 
employees be modified so that workers employed by large-scale farm 
enterprises would be covered by the law. 

The law presently exempfs many outside salesmen, transportation, 
newspaper, telephone, and telegraph employees. The benefits of wage 
and hour legislation should no longer be denied to these workers. We 
recommend the removal of the exemptions presently applying to these 
groups. 

LEARNERS 


The law at present provides for employment of learners at less than 
the statutory minimum “to the extent necessary in order to prevent 
curtailment of opportunities for employment.” 

The purpose of this section was to permit employers to pay unskilled 
workers starting employment less than the minimum wage for a 
transitional period until employers could fully adjust their operations 
to the higher minimum wage enacted in the 1949 amendments. 

Unfortunately, this section has been administered in such a manner 
that even today, more than 5 years after the 75-cent minimum becaine 
effective, employers can utilize this loophole to pay large numbers of 
so-called learners as little as 63 cents an hour. In a number of cases 
which we can document employers who have opened plants in new 
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locations have been authorized to pay subminimum wages to practi- 
cally their entire work force. The Labor Department’s action in 
allowing these learners’ permits at substandard rates has encouraged 
firms to close down existing plants, lay off experienced workers, and 
then relocate to utilize the learners. Certainly this does not conform 
to the requirement in the law that permits be issued only “to prevent 
curtailment of opportunities for employment.” 

Senator Doucias. Mr. Meany, you mentioned the fact that you could 
document a number of these cases. I wonder if you would submit for 
the record the illustrations that you speak of, submit that later for 
the record ? 

Mr. Meany. Yes, I would be glad to. 

Senator Doveias. That will be placed at the appendix of your 
testimony. 

Mr. Meany. Yes, sir; I will be glad to submit it. 

During a transitional period after a higher minimum wage takes 
effect, it may be necessary to provide for special arrangements under 
which employers would be permitted to hire certain beginning or mar- 
ginal workers at less than the statutory minimum wage. But there 
must be a floor for such minimum wages, and they should not be per- 
mitted to persist indefinitely. 

We therefore recommend that the lowest subminimum wage for 
learners be established at $1 an hour. The Administrator’s authority 
to permit payment of subminimum wages should be limited to 2 years 
after the new minimum wage takes effect, and should, of course, 
include the authority to establish learners’ wages above $1. 


STATUTE OF LIMITATIONS 


There should be no undue limitation on the opportunity of workers 
to recover wages which have been denied them by unlawful acts of 
their employer. The present law provides for a 2-year statute of 
limitations. In many cases this does not give sufficient time for all 
of the necessary investigation and preliminary action to be carried 
out to recover wages unlawfully withheld from employees. 

In order to correct this deficiency in the law, the statute of limita- 
tions should be increased from 2 to 4 years so that workers will have 
full opportunity to obtain compensation to which they are legally en- 
titled under the act. 


CONCLUSION 


These are our recommendations: We ask for a decent minimum 
wage. We ask that consideration be given to the tremendous increase 
in productivity and the opportunity it gives us to reduce working 
hours. We ask for extension of coverage so that as many workers 
as possible will have the protection of the law. 

We regret that sectional considerations have been brought into some 
of the public debate on minimum wage legislation. This is not a sec- 
tional or regional issue. The entire country and each of its regions 
will benefit from a substantial increase in the statutory minimum. 

Let me say in conclusion that American labor is proud of the 
achievements that have made this Nation the leader of the free world, 
proud of the contributions we have made toward our country’s great- 
ness. We do not ignore the tremendous improvements in the standard 
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of living of most American workers, nor do we minimize them. 
Neither do we feel that this country has achieved so much that we can 
now rest on our laurels. 

Part of the job that still remains is to do everything possible to 
encourage healthy expansion, to strengthen our economy, to assure 
a lasting prosperity. But another part of the job is to make sure that 
all Americans have a decent chance to share the abundance all of us 
are creating, We fail in this part of the job as long as the much- 
vaunted American standard of living is denied to any group of 
Americans. 

We have cited statistics to support our case for a $1.25 minimum 
wage to make possible an American standard of living. But frankly 
we feel that the statistics are not really necessary. 

All we have to do is to look around us and see what Americans con- 
sider an adequate standard of living. Is a floor of $1.25 an hour, 
$2,500 a year for full-time work, unrealistic in those terms? 

We think the question answers itself. We ask the Congress to con- 
sider all the facts, to weigh the pros and cons. But we ask also that in 
its deliberations Congress does not make the mistake of looking to the 
past. It is to the promise of the future we must look, a future of 
prosperity, plenty, and, we prayerfully hope, peace. We are con- 
vinced that the changes in the law we have suggested, the $1.25 mini- 
mum wage, shorter hours, protection of the largest possible number 
of workers, will help to make that future a reality for all Americans. 

Senator Doveras. Thank you, Mr. Meany. 

The procedure which we have followed at the preceding sessions 
of the committee is for the chairman to open the cross-examination 
but limit himself to 10 minutes, and then to allot 10 minutes to the 
senior Republican, 10 minutes to the senior Democrat, and to the other 
members of the committee. 

If there is no objection to that procedure, we will follow it this 
morning. 

Mr. Meany, we appreciate your desire to improve the conditions 
of the American workers, but the question naturally presents itself 
whether the $1.25 minimum that you are recommending is not too 
high. That would be an increase of 50 cents an hour, or roughly of 
67 percent in the basic wage. 

Now, isn’t that quite a shock to American industry, and particu- 
larly to sections of American industry ? 

Mr. Meany. Well, actually, it is not an increase of 50 cents an hour 
in actual practice because there are any number of places where this 
won’t be involved. The number of places that will be involved are in 
the minority, because, as I pointed out in my testimony, the general 
advance taken on an average in different industries is above 40 cents 
an hour. Even this average includes those who are down at the low 
minimum and have gotten no advance. 

Senator Dove.as. That is true, Mr. Meany, but the staff of the 
committee computed what the increase in the annual wage bill would 
be from the direct increases only, without any regard for the in- 
creases in wages above $1.25. It is true that the increase for all the 
workers subject to the act would be only 2.8 percent, and for manu- 
facturing industries 3.3 percent; nevertheless, in certain industries 
the burden would be heavy, for example in southern sawmills, the 





114 AMEND FAIR LABOR STANDARDS ACT OF 1938 


increase would be 44 percent; in work clothing, for the United States 
as a whole, 32 percent, and for southern mills, 39 percent; for proc- 
essed waste in the United States, 18 percent; 39 percent in the South; 
candy and other confectionery, 9 percent for the country as a whole, 
30 percent in the South. Men’s and boys’ dress shirts, 20 percent for 
the country as a whole, 32 percent in the South. Paddings and up- 
holstery fillings, 3 percent for the country as a whole, 25 “percent in 
the South. Men’s seamless hosiery, 21 percent for the country as a 
whole, 22 percent in the South. Jute goods, 8 percent for the country 
as a whole, 23 percent for the South. Footwear, 11 percent for the 
country as a whole, 17 percent for the South. Cordage and twine, 
7 percent for the country, 12 percent in the South. Cotton textiles, 
10 percent in the country, 10 percent in the South. Structural clay, 
4 percent in the country, 16 percent in the South; woolen and worsted 
goods, 2 percent in the country, 9 percent in the South. Synthetic 
textiles, 9 percent in both the country and in the South; converted 
paper products, 4 percent in the country, and 8 percent in the South. 
Full-fashioned hosiery, 7 percent in the country, 8 percent in the 
South. 

I will send this table down to you to look at, but isn’t that a pretty 
heavy burden in a good many of these industries? These figures 
express only the direct increases which would be ¢ vaused, not taking 
into account other increases. 

Mr. Meany. Well, if you will look at the chart of past performance, 
which is sometimes considered good practice, you will find that the 
same percentages and in some cases larger, were requested for the same 
industries back in 1949, and this was going to cause practically a 
national calamity. 

Now, as we point out, Senator, that just didn’t happen, and we 

say it won’t happen again. The Department of Labor Statistics show 
that it didn’t happen. It was the very same industries that you men- 
tioned, the very same cry, that these increases were too big a shock. 

Well, the 40 to 75 cents was a greater percentage increase than what 
we are advocating, and it did not shock these people out of existence. 
They are still in existence. 

Senator Dovetas. Well, of course, the original minimum wage 
which had been fixed at 25 cents during the first year, not less than 30 
cents during the next 6 years, and 40 cents after the expiration of 
7 years had been largely made obsolete by the big wartime increase 
in the cost of living. In the 11 years between the original passage 
of the act and the revision of the act, we had a tremendous increase in 
the cost of living which, offhand, I would think probably had been 

75 or 80 percent. Now, that required that the law to take cognizance 
of what had been happening. But, as you say, in the 6 years since we 
considered this matter the increase in the cost of living has only been 
about 14 percent. 

Mr. Meany. Well, Senator, as I point out, do we want to just con- 

sign this portion of our population who need the premanteen of this 
law to just the same living standards as they had yesterday? Do we 
just want to maintain the low standard they have or do we want to 
bring them up? 

Now, acording to the cold statistics, productivity and the cost of 
living would bring this wage to $1.05, but is that enough? That still 
keeps these people in this lower bracket relatively where they are. 
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Now, we are going up to a national product into 370 billions, and 
we were back in the $67 billion class when we first h: .d this law. 

Now, we are certainly advancing, and I think these people should 
share in the advance, and from my overall point of view the key 
to this whole economy of ours—you can take it apart with all the 
statistics you like—the key to all of the economy is someone to buy 
the things we make, and that someone must be the Americ . people. 
There is no other customer that amounts to anything to buy this 
tremendous amount of things we are able to produce, and we could 
produce them with all of the methods that mechanical science can 
bring in, with all of the automation in the world, but unless we have 
consumers we are going to stop producing them pretty quickly. 

I feel that this portion of the population that is covered by this 
law should be in the consumer market to a greater extent than they 
are in it now. 

Senator Doucias. Granting a large part of what you are saying, 
an increase of 14 percent in the cost of living means that an 55- or 
86-cent wage is now the same real wage as in 1949. But a $1.25 wage 
would provide for an increase of nearly 50 percent in real wages. 
That would be in excess of the increase in productivity per man- 
hour during this time. 

Now, might not that create a considerable amount of unemployment ‘ 

Mr. Meany. I don’t think so. The same arguments have been used 
in the past, Senator, and we know from experience that that doesn’t 
happen. 

Senator Doveras. But the increases in the past have been more 
moderate than the increases which you are now proposing. The horse 
has been strong enough, so to speak, to bear the load in the past be- 
cause the load has been relativ ely light, perhaps, but now if you make 
the load heavy might not that result in unemployment / 

Mr. Meany. I don’t think so. Our experience doesn’t indicate that. 
Now, you say that the increases are out of proportion. 

Senator Dovcias. W ell, I said that $1.25 would be an increase in 
real wages of close to 50 percent, as compared to 1949, and that it 
would be somewhere between 20 to 25 percent greater than the average 
increase in productivity. 

Mr. Meany. Well, our increases here that we show in factory work- 
ers and nonfactory workers are all in this same area that have already 

taken place. 

Senator Doveias. Forty-three cents an hour? 

Mr. Meany. It is pointed out to me that in southern sawmills 60 
percent of the workers had to be given wage increases in 1950 to bring 
them up to the 75 cents, and there was no drastic adverse effects on that 
industry. They managed to assimilate it. 

Senator Doveras. Mr. Meany, you advocate, as far as coverage of 
chain retail and service enterprises is concerned, that all establish- 
ments with at least 5 branches and total annual sales of at least $500,- 
000 should be included. Is that a double requirement or a single 
requirement? That is, must they have both five branches and do that 
amount of business? 

Mr. Meany. No; it is one or the other. 

Senator Dovuaias. The Secretary of Labor recommended that chain 
stores which had outlets in more than 1 State should be brought 
under the act, but not if they had multiple stores within only 1 State. 
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Do you think that the Secretary’s recommendation might lead to 
splitting up of the big chainstores into a series of corporations? 

Mr. Meany. Well, I couldn’t predict what would happen there. 
Of course, what we are trying to do is we are trying to get the people 
who are arbitrarily excluded from this act, we are trying to get them 
in, and we are trying to put a definition in the law that would bring in 
people who are actually engaged in interstate commerce, even though 
they are in one State. That has been done under other labor legisla- 
tion to bring them in by definition. 

Now, the assumption is that a firm doing that much business or 
having that many branches is a factor in interstate commerce. 

Senator Dovetas. In other words, you would bring in the super- 
markets, chainstores, large stores, and department stores, but not the 
small grocery store? 

Mr. Meany. That is right. 

Senator Doveias. You mention industrialized agriculture, and you 
recommend that the present blanket exemption of agricultural em- 
ployees be modified so that workers employed by large-scale enter- 
prises would be covered by the law. 

Have you given any thought as to where you would draw the line, 
as to how you would define large-scale agricultural enterprise ? 

Mr. Meany. Well, I think we would have to measure that by the 
number of people they used in their prior experience. What actually 
we are trying to do is this. Farmers have had an exemption from all 
types of legislation for 50 years in this country, both State and 
national legislation, and the exemption is based on the idea that he is 
an entirely different animal in that he has his own farm and he hires 
his neighbors, and his sons, and so on and so forth. Well, we have no 
quarrel with the one-man farmer or with the small farm at all, but 
we are now talking about protection for industrial workers. They 
may be in agriculture, but they are working in factories, Senator. 
These factories employ thousands of people who have no protection 
under any law at all just because the word “agriculture” 1s slapped 
on the masthead of the business. 

Now, I have seen some of these places with thousands of workers, 
especially in California in the San Joaquin Valley, where they can 
and process fruits and vegetables. We look upon these workers as 
factory workers. They have nothing to do with the small farmer. 
They have no relation to him at all. 

Senator Dovetas. I think I have used up my 10 minutes. Senator 
Goldwater? 

Senator Gotpwarer. I have just one concern, Mr. Meany, and while 
you have explained your thinking on it, I want to make sure that you 
are convinced your advice is correct. 

If we go to this $1.25 minimum, as you suggest, do you feel abso- 
lutely sure that the resulting increase in prices in some sectors of 
the economy might not put us in the same position where we are 
today only at a higher level, where the $1.25 might become an in- 
adequate wage because of higher cost of living? 

Mr. Meany. Well, we don’t feel that that is going to happen, and, 
as I say, it is based on our experience of the past that these industries 
are able to assimilate these additional costs. We find that when 
American management is faced with these problems they have the 
ingenuity and resourcefulness to meet competition, and to keep the 





AMEND FAIR LABOR STANDARDS ACT OF 1938 117 


price of their product down. I mention that in my testimony and, of 
course, that is something that no one anywhere else can understand. 
I had occasion to explain that, or try to explain that, to an Italian 
businessman through an interpreter, and he just couldn’t get it at all, 
that here in America wages go up and the production goes up, and still 
the price of the article comes down. That is the experience, that is the 
success of American industry. We feel that industry can assimilate 
this wage increase, and we feel that the entire economy will be bene- 
fited through the increase in purchasing power. 

Senator GotpwaTer. Oh, I agree with you. We are not arguing 
that point. I recognize that industry and management can absorb 
increases as they come, if they are not too great a jump. It has been 
going on in our industry even since it started. 

But have you given any thought to the possible amount of push-up 
that might bein this? I mean by that, when you put a person who is 
now, say, making $1 an hour up to $1.25 an hour, what will the $1.25 
an hour go to, and the $1.50, and the $2? Have your economists 
figured that out ? 

Mr. Meany. Not in any great detail. 

Senator Gotpwater. Don’t you think that might enter into this? 
I am fearful of the great jump here, as Senator Douglas has expressed 
some concern about it, whether we are wise in going to $1.25 or 
whether we might be wiser going to the $1.05 which is the cost of 
living increase. There are bound to be increases clear up the line. 

Mr. Meany. Well, we feel from experience that these things that 
we are fearful about just don’t happen, that we are able to assimilate 
these increases, and go right on producing, and that everybody is 
better off because of it. 

Senator Gotpwater. That is all I have. Thank you very much, 
Mr. Meany. 

Senator Doueias. Senator Neely ? 

Senator Nregety. No questions. 

Senator Doveias. Senator Lehman? 

Senator Lenman. I just want to make an observation, and ask Mr. 
Meany a few questions. 

I have a bill to effectuate an increase in the minimum wage from 
the present rate to $1.25, and I shall ask the permission of the chair- 
man to appear at one of the hearings during the consideration of this 
bill. I will not go into this matter deeply because I do not have all 
of my figures prepared here. 

But I just want to say that in my somewhat long life I have watched 
the trend, both of production, wages, and working conditions, and 
I recall very clearly the situations with regard to wages and working 
conditions that obtained in our great industries 40, 50, or 60 years 
ago, the sweatshops of New York, the coal mines, the steel mills, and 
I have also seen the efforts that have been raised largely through 
organized labor to improve both the wage scale and the working 
conditions. 

But as I recall it, every time there was a demand made for higher 
wages and shorter hours and better working conditions the claim 
was made that that is going to tremendously increase the cost of pro- 
duction, the cost to the consumer, and also affect productivity. Well, 
I am quite certain that it is not demonstrable that those claims have 
had no validity right from that start. In fact, I believe that it can 
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be shown, and it will be shown, that with every increase there has 
been an improvement in productivity and certainly an improvement 
in the working conditions, and I believe in a very great percentage 
of the cases an actual lessening of the price to the consumers. As I 
recall—I don’t know whether other men in the room will recall it— 
the time Henry Ford made the announcement that he was going to 
pay $5 a day for all his workers. It came as a bombshell. Every- 
body said that is going to ruin the automobile industry. It is going 
to raise the price of cars so greatly to the consumer that there will 
be very little sale of them. Well, it had just exactly the opposite 
effect. Instead of reducing productivity, instead of increasing un- 
duly the price to the consumer, it increased productivity enormously 
and also reduced the price to the consumer. 

Now, I want to ask one thing, Mr. Meany, as to whether I am 
correct in my analysis? I understand that from 1949, which is the 
period we are now considering, the gross national product of the 
Nation has gone up from $257 billion to $369 billion. That is the 
gross national product. That is an increase in the gross national 
product of 40 percent. 

I refer to the figures in your statement. 

I also note on the same page that the national income increased 
from 1949, $216.2 billion, to $308 billion, again an increase of about 
40 percent. You do not give the figures of corporate profits. My 
general impression is that from 1949 to 1955 corporate profits have 
increased at least 20 percent. On the other hand, the cost of living 
which includes foodstuffs as well as other commodities, increased only 
14 percent during that period. In other words, the country has 
benefited, in my opinion, by reason of the higher wages that have 
been paid through the very greatly increased productivity, through 
the very greatly increased national income, and through the greatly 
increased corporate profits, whereas the great consuming public has 
had to pay an increase in what they buy, representing only a small 
percentage of the increase in the national product and national income. 

Am I correct in that assumption ? 

Mr. Meany. According to our figures, the corporate profits between 
1949 and 1954 went up about 45 percent. 

Senator LeHman. Well, I was conservative, then. I said I thought 
at least 20 percent. 

Mr. Meany. Well, 37 over 26. 

Senator Lenman. In other words, everybody has gained by this 
through either increased productivity, increased national income, in- 
creased corporate profits, and only a very slight increase in the cost 
of living? 

Mr. Meany. Yes. 

Senator Lenman. I want to congratulate you, Mr. Meany, on your 
very fine presentation, and I am going to go further into this matter. 
I feel very strongly that an increase in the minimum wage which 
affects only the subnormal industries will not only not cost the country 
anything but will be of great benefit. 

Senator GotpwaTer. In order to keep the record straight, I would 
just like to put one other figure in there. While it is true the corpo- 
rate profits have increased tremendously before taxes, corporate tax 
liability has also increased tremendously, resulting in a very small 
increase in net profit which is the ultimate aim of American business. 
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I just didn’t want the record to show something that didn’t exist. 

Mr. Meany. Well, I think we all pay a little more taxes than we 
had to pay in 1949, and we have never used the amount of taxes that 
we pay on the collective-bargaining table because we felt that was 
part of our duty as a citizen to pay taxes. But the profits before 
taxes which are the point that the Senator was making, have gone, 
of course, from 26.3 to 37 

Senator Gotpwater. 26 to 35. But I merely wanted to get into 
the record that corporate taxes at the same time have gone from 10.4 
to 17.2. 

Senator Dovetas. Senator McNamara? 

Senator McNamara. Mr. Chairman, I want to make an observa- 
tion at this point, that as far as the industrial workers in my State, 
Michigan, are concerned, a $1.25 minimum will mean practically 
nothing. I think it is more beneficial to the employer than to the 
employee, because it will come closer to equalizing the cost of labor 
throughout the country. 

I would like to ask Mr. Meany if he hasn’t found in recent years the 
cost of production has seemed to bear less and less relation to the 
sales price of articles? Isn't it a fact that prices are generally what 
the market will bear rather than what the cost of them are? We have 
got away from the theory in our economy, that cost and sales price 
are closely related. 

Mr. Meany. Well, I wouldn’t want to comment on that. When you 
talk now about what the market can get, it is quite obvious that when 
companies overproduce and have got to unload, as has happened in 
some industries lately, that they have to unload irrespective of what 
the cost of production was, but the record does show over the years 
that despite various increases that unit costs of production have 
steadily gone down. Labor costs per unit have steadily gone down. 
Of course, that is due to increased efficiency. It is also due to mecha- 
nization and other factors. 

Senator McNamara. What I had in mind was this: Frequently the 
increase in productivity is not passed on to the customer because of 
the technological developments you make reference to. Therefore 
that is an indication that the cost doesn’t affect it directly. We have 
seen in these more recent developments tremendous savings in labor, 
but no cost reduction reflected in the price of the article. 

Mr. Meany. Well, I haven’t any statistical study on it, but I do 
know in the automobile industry that they have come up with some 
almost unbelievable changes in production costs in the last 2 or 3 
years. Whether they have passed them on to the consumer I doubt 
very much. We get this story now of 1 man producing pushbutton 
style i in 14 minutes what 200 men were producing maybe in 8 hours 
in this Cleveland factory of Ford’s. 

Now, whether the consumer is going to ultimately benefit by that, 
I don't know, but I think that in “the ‘long run you will find that he 
will. 

Now, you couldn’t perhaps measure it at the moment. The fact, 
that the i income of the Nation generally is increasing, and that produc- 
tivity is increasing with it, indicates to me that we need this pur- 
chasing power, this additional purchasing power which is important, 
entirely apart from the humane consideration of a decent w age. It 
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is the overall economic consideration of bringing more and more 
customers into the market. 

Now, if we had set a limit years ago based on a substandard annual 
wage, and said that the good things of life could only go to those 
getting above that annual wage, we wouldn't be selling these things 
we are selling, nor would we be building these great big factories. For 
instance, if our workers in this country were held to the same comforts 
of life as the workers in other parts of the world, we wouldn’t 
produce 7 million cars in a year, and these millions of other things, 
because there would be nobody to buy them. 

So I think entirely apart from the human angle on this minimum 
wage is this economic angle. 

I would like to say, Mr. Chairman, that I want to make a study on 
the point that Senator Goldwater made, and that is, as I understand 
it, the relation of this push-up, as you call it, in other industries. 

Senator Gotpwater. I think it would be a very interesting thing 
for your economists to do. 

Mr. Meany. Well, we will submit something on that. I just don’t 
know what statistically we can bring up, but we are going to take a 
look at it, anyway. 

Senator GotpwaTerR. Couldn’t you base it pretty much on your ex- 
perience in collective bargaining ? 

Mr. Meany. Yes. 

Senator GotpwaTer. I would like to see that. 

Mr. Meany. Well, we will give you something on it. 

Senator Leuman. Isn’t it a fact that the average factory wage is 
about $1.85 an hour? 

Mr. Meany. Yes. 

Senator Lenman. So even if we gave the full increase from 75 cents 
to $1.25, it would not necessarily push wages in those industries in 
which there has been reasonable and fair collective bargaining. 

Mr. Meany. Well, I think, Senator, we can give the committee the 
benefit of a study that we can make, as to what effect this had in 1949. 
You have now pretty much the same relative situation that prevailed 
in 1949, that the collective-bargaining wages have run away from this 
minimum. Now, a good many of these collective bargaining wages 
in manufacturing are determined by factors that haven’t anything to 
do with other industries at all. 

Actually, our people have got to go in and pretty much prove their 
case on the basis of the industry in which they work and productivity, 
cost of living, and all other factors. The fact that there was an in- 
crease in a low-wage industry of 30 or 40 cents would have very little 
bearing on the collective bargaining procedure of an industry that 
is highly paid, and that has had collective bargaining for many 
years. But we can make a study of it and see what effect it had in 
1949. 

(The following was later received for the record :) 


SUPPLEMENTAL STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FEDERATION 
oF LABOR REGARDING INDIRECT WAGE EFFECT OF INCREASED MINIMUM WAGE 


Experience with an increase in the statutory minimum wage indicates that 
the raising of wages of low-paid workers has only a limited “pushing up” effect 
on wages of workers who have already been at or above the new minimum rate. 

The experience in 1950 has been reported in some detail by the United States 
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Department of Labor in its study on the “Results of the Minimum-Wage Increase 
of 1950.” 

The Department reported that companies with large numbers of low-paid 
workers simply gave them the increases required by the higher minimum and 
did little to maintain former wage spreads between the lowest-paid and the 
higher-paid workers. The increase in the total wage bill was little more than 
required to comply with the new legal minimum. 

The Department’s analysis of the effect of the new 75-cent minimum on key 
low-paying industries found that: 

“The shift of workers from below 75 cents an hour was accompanied by a 
marked employment concentration at or very near the 75-cent level. This was 
especially true in southern sawmilling, fertilizer, and wood furniture, activities 
where time rates form the basic pay system. In these three industries, most of 
the workers whose hourly wages were raised from substandard levels went into 
the 75—-79.9 cents earnings class; at and above 80 cents an hour, wage structures 
showed only minor short-run changes. 

“Apparently employers in the three industries did what was directly necessary 
to satisfy the amended requirements of the act and on the whole did not try to 
maintain wage spreads between low-, middle-, and high-wage occupations.” 

In the southern sawmilling industry, where the largest adjustments were re- 
quired, the Labor Department study stated that: 

“* * * most of the short-run wage changes were made only to meet the higher 
legal requirements. * * * Direct pay adjustments needed to raise to 75 cents an 
hour earnings below that amount involved an estimated wage-bill increase of 
14 percent. The actual short-run increase in average hourly earnings was very 
nearly that: 16 percent.” 

The same picture held true in each of the three areas in which this industry 
is concentrated. In the southeast, a direct increase of 18 percent was required 
to meet the 75-cent standard. The actual total increase came to 20 percent. In 
the southwest, the direct increase required was 9 percent, and the actual in- 
crease was just 9 percent. In the border States, the direct increase necessary 
was 5 percent, and the actual increas was 5 percent. 

Perhaps even more significant are the data providing a breakdown of plants 
by amount of increase required. The Labor Department estimated that in plants 
in which hourly earnings in late 1949 averaged less than 55 cents, the direct in- 
crease required by the 75-cent minimum at the start of 1950 was 40 percent. The 
actual increase put into effect, it found was 42 percent. 

Similarly, in plants with average earnings of 55 to 55.9 cents, the required 
direct increase was 30 percent and the actual increase was limited to 30 percent. 
Where average earnings had been 60 to 64.9 cents, the required increase was 
21 percent and the total increase was 23 percent. Where average earnings were 
65 to 69.9 cents, the required increase was 13 percent and the actual was 16 
percent. 

These data reflect clearly the fact that where substantial adjustments were 
required to raise many workers to the new minimum wage, there was only a 
relatively small additional percentage of payroll involved in adjustments for 
higher-paid workers. 

In other industries analyzed closely by the Labor Department, the findings 
were much the same. In the fertilizer industry, almost 20 percent of the workers 
were increased from less than 75 cents an hour at least 75 cents. But there 
was no increase in the proportion of workers earning from 77.5 cents to $1.249 
an hour, although there was a rise in the percentage earning more than $1.25. 

The Labor Department study, commenting on the effect of the higher minimum 
in this industry, declared: 

“The most substantial of these changes was the transfer of most of the workers 
earning below 75 cents an hour in 1949 to the 75-77.4 cents earnings class. A 
further significant aspect was the absence of other movement in the pay struc- 
ture except in the highest-wage levels, those of $1.25 an hour or more. Ap- 
parently employers did only what was directly necessary to satisfy the amended 
requirements of the act and little else.” 

In the men’s dress shirt and nightwear industry. the estimated direct increase 
in the wage bill required by the 75-cent minimum was about 5 percent. The 
actual increase amounted to some 8 percent. 

The greatest impact in this industry was in the southwest, where the required 
direct increase was 15 percent and the actual increase was 22 pereent. This. 


relatively large indirect effect, the Labor Department explained : 
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“* * * may have been due to the piece-rate system of payment common in 
the industry. Where firms increased their piece rates to enable slower workers 
to earn at least the 75-cent hourly wage, faster workers already making 75 cents 
or more an hour at the old rates also were able to raise their average earnings.” 

The same pattern of limited increases for workers already above minimum 
was evident in the other industries (men’s seamless hosiery and wood furniture) 
examined in detail by the Labor Department. 


CONCLUSION 


The low-wage industries which are most affected by an increase in the mini- 
mum-wage requirement do not follow the practice of maintaining specific wage 
differentials between different levels of skill. 

The experience of 1950 demonstrates that the indirect effect of an increased 
minimum wage on higher-paid workers in these industries is relatively slight. 
The indisputable fact is that companies in these industries tend to give only 
as much of an increase as is required to meet the statutory requirements. 

Senator McNamara. Mr. Chairman, I just wanted to conclude by 
saying that I think Mr. Meany has made an excellent case for the 
$1.25 minimum, as well as the other improvements he has suggested. 

Thank you very much. 

Senator Neety. In behalf of counter-action to the current contention 
that a substantial elevation in our minimum-wage level would cause 
irreparable injury to business, let me invite attention to the following 
facts. During the Wilson administration the Congress passed what 
is known as the Adamson 8-hour law for railroad men. The com- 
panies contested the validity of the action. The Supreme Court of 
the United States heard the arguments in the case in this very chamber. 
The distinguished John W. Davis of West Virginia, as Solicitor Gen- 
eral, defended the law. The eminent dean of the American Bar As- 
sociation, Mr. Johnson of Philadelphia, represented the complaining 
railroads. It was contended that the enforcement of the 8-hour law 
would bankrupt, or at least greatly injure every great railroad in the 
land. But the Court upheld the validity of the act, and notwithstand- 
ing calamitous pretentions and predictions, the market value of the 
stocks of a number of the great carrying companies subsequently in- 
creased more than 200 percent. 

American history conclusively proves that no great industry has 
ever been injured by an increase in toilers’ wages or by a reduction in 
the hours of service of working men and women. In my judgment, 
the consequences of favorable action on the pending bill will be similar 
to those of which we have learned vastly from experience during the 
past 50 years. 

Senator Dovetas. Mr. Meany, you deal with the very perplexing 
question of Puerto Rico. 

Mr. Meany. Yes. 

Senator Doveias. We put into the record on Friday some of the 
existing minimum scales in Puerto Rico and we found that in some 
cases they were as low as 1714 cents an hour as compared with the 75- 
cent minimum for the mainland. 

(The material referred to appears in the statistical appendix, pt. 3 
of hearings. ) 

Now, I know we are going to get testimony from some of the cloth- 
ing trades which have pene y suffered most from this, but has it been 
vour experience that there has been a very real diversion of industry 
in light goods to Puerto Rico because of the low minimum wage there ? 

Mr. Meany. Well, there isn’t only a low minimum, there is the tax 
situation there. Our reports indicate that Puerto Rico is really 
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booming. There is a real boom on there as far as that type of industry 
is concerned, and also other types of industry. I feel that we have got 
to bring those people up. 

Now, of course, we will encounter the same argument as we had 
originally. When we went into this thing in the Puerto Rico waste- 
goods industry, wages were as low as 3 cents an hour, and, of cour se, 
we were told then how impossible it was to raise them 100 percent to 
6 cents or 7 cents. Well, now, they are up to 20 cents an hour, 17 cents 
an hour, and 25 cents an hour. 

Now, the thing has gotten to the point where it is for the benefit of 
not only the Puerto Rican worker, but also the American worker that 
we have to narrow that differential. 

I won't say you can do it overnight. I am quite sure you will 
have testimony here this week which will go into great detail, espec- 
ially in the women’s apparel industry, showi ing just what this means. 
But we feel for the protection of the Puerto Rican worker, himself, 
and for the protection of the American worker, this differential has 
to be narrowed as soon as we can possibly do it. 

Now, I am quite sure from what we know of the Puerto Rican 
workers, and from what we know of the administration, the Govern- 
ment of Puerto Rico, that they don’t want Puerto Rico to be set up 
as a haven for those who want to get away from decent standards and 
wage conditions. They are just as anxious to improve conditions 
as we are. 

Governor Munoz has told me personally that he is basing all of his 
efforts to bring industry to Puerto Rico on the different advantages 
that they have there, but certainly making no play on the basis of a 
cheap labor market because he is opposed to a cheap labor marke t, and 
he is determined to raise the standard of living of his people by raising 
their wages. 

Senator Dovetas. I notice that you recommend in the third para- 
graph that the minimum wage in Puerto Rico and the Virgin Islands 
be increased by the same amount as the increase Congress enacts in 
the statutory minimum wage in the United States. 

Mr. Meany. That is to prevent the gap widening. We would like 
at least to maintain it where it is. 

Senator Dove tas. If we were to adopt your recommendation and 
increase the minimum wages in the country by 50 cents an hour, from 
75 cents to $1.25 an hour, that would mean an increase of 50 cents an 
hour in Puerto Rico and the Virgin Islands. For some of these in- 
dustries which have a 1714-cents-an-hour base wage that would raise 
wages to 6714 cents an hour or virtually quadruple the basic wage 
there. 

Mr. Meany. That is exactly what it would mean, and why not? 
Where are they selling their products? Of course we will hear the 
cry that it will put them out of business, and, Senator, I have been 
hearing that for a lot of years, now, and we can document this. 

Governor Lehman can tell you when a labor program in 1935 was 
eoing to put the State of New York completely out of business. We 
have been heari ing it going way back to the early part of the century 
when we first enacted workmen’s compensation law, and I have yet 
to see a law placed on the statute books of any State in the face of those 
dire predictions that ever had to be repealed. We would be the first 

62569—55—pt. 19 
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one to look for the repeal of laws that were going to put the fellow out 
of business who fills our pay envelope because we know under this 
American system we can’t get anything in that pay envelope unless 
he stays in business and makes a profit. 

On this Puerto Rican question, sure, you are up against a low-wage 
tradition. You are up against a tradition that has existed for a good 
many years, but here you have American industry going down there. 
They have got a tax differential that is to their advantage when they 
go down there. 

Now, they are going to sell this product mostly in America, mostly 
in the continental United States, and if they have a differential now 
between their competitors in the United States of X number of cents, 
and we give them the similar increase that goes in the minimum wage 
here, they will still have that same differential of X number of cents, 
and that is the basis upon which they are in business, to meet their 
market and their market is here. 

Now, of course, it might look like a terrific increase, but when you 
place it alongside of the market that they are looking to, and where 
they are selling their goods, it would mean absolutely nothing because 
they would still have this wage advantage, whatever it amounts to. 

Senator Douetas. I am not arguing, Mr. Meany, but I am just 
trying to see what the implications of your recommendation are. I 
have never been, I regret to say in Puerto Rico, though I have been 
in the adjoining islands, but it 1s my understanding that Puerto Rico 
is tremendously overpopulated. The population is well over 2 mil- 
lion in a country that is not too fertile, and, as a result, the pro- 
ductivity in agriculture is very low. Though the wages in industry 
are low they give a higher level of real income than the workers on the 
plantations or on the small farms have. Even now the industrial 
workers, when they can get work, are better off than the agricultural 
workers. Now, if you quadruple their wages don’t you create a ter- 
rific differential as between agriculture and industry ¢ 

Mr. Meany. There is quite a differential there now. Of course, 

‘aising the minimum wage will widen the differential, but it will have 
the effect of eventually pulling up agriculture, too. 

Senator Doveias. Well, this problem of Puerto Rico is one of the 
most puzzling ones that we have, because Puerto Rico is a Caribbean 
commonwealth, and the entire Caribbean area is largely a poorhouse. 

Mr. Meany. Well, would it be harmful to make Puerto Rico a 
little more attractive than we have in the present situation where they 
find out that they are better off if they can get airplane fare up to 
New York, that they can do better on the relief rolls than they can do 
working in Puerto Rico? 

Senator Doucias. Well, I must confess I don’t fully know the 
answer. But it is a very real problem there. 

Mr. Meany. There are three hundred and some odd thousand of 
them in New York. Most of them have come there in the last 10 years 
or so, and if my reports are true they get more on the relief rolls than 
they can get back at home. So all they need to improve their standard 
of living is the airplane fare to New York. 

Senator Doueias. Well, is your recommendation to double the 
Puerto Rican population in New York? 

Mr. Meany. No, I am just suggesting that we make Puerto Rico 
more attractive. Now, for the sake of these persons engaged in the 
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industries where Puerto Rico is competing with us, I see no reason to 
fear maintaining the differential for the time being, the differential 
which is to their advantage because they are certainly competing with 
our industries. If we raise our minimum wage we would like to keep 
at least the differential that we have, and not see any greater dif. 
ferential. 

Senator Doucias. You would maintain the differential in cents? 

Mr. Meany. Yes. 

Senator Dovetas. But not the differential in percentage, because at 
present the 1714-cent rate is less than one-quarter of what the 75-cent 
rate is in this country. If you increase the rate in this country to 
$1.25 and the rate in Puerto Rico to 67.5 cents you would diminish the 
relative advantage which Puerto Rico has, which perhaps should be 
diminished. 

Senator Gotpwatrer. May I comment just briefly on that? 

Senator Doucuas. Yes. 

Senator Gotpwater. I think Mr. Meany makes a good point on this 
case of Puerto Rico. Let us take merchandise of the type they make 
down there, let us say a sport shirt that retails in this country at $4. 
The labor cost on that is about $1.25 to $1.32. And if we compare that 
to about $1.68 an hour, and then we take the 1714 cents an hour in 
Puerto Rico and compare it to the $1.25, even if he suggests that they 
go up the same percentage we do they still operate to a distinct ad- 
vantage to the sportswear manufacturer in New York because they 
have that great advantage in taxes. 

I think Mr. Meany has made a good point on this Puerto Rican 
situation. I would like to see this explored further. 

Mr. Meany. One of our people coming in here later in the week 
is Mr. Dubinsky. I have talked to him and he has gone into this in 
great detail, and he has some very interesting figures on this. 

Senator McNamara. In connection with this Puerto Rican situa- 
tion, the other day a friend of mine came back with a heavy hand- 
made tray of silver, which sold for $30 in Puerto Rico. On Fifth 
Avenue the same tray sold for $130, so it looks like we could easily 
increase those wages. The products are brought here and sold not on 
the basis of what it cost to make them but on what the market will 
bear. 

Senator Leuman. Mr. Chairman, I am very much interested in 
the Puerto Rican situation because we have such a large Puerto Rican 
pcpulation in New York, and I want to express my admiration for the 
manner in which they are becoming adjusted to life in New York, 
and I think it is largely due to the sympathetic reception they have 
been receiving in the needlework trade where many of them are 
employed. But most of these people would like to remain in Puerto 
Rico where they have their family and their friends if they could 
make a decent living, and if we kept - the same differential that we 
have had in the past they still would be working for approximately 
only half of what we are paying our American workers, but it would 
be suflicient to support them down there. They still would have the 
advantage of cheap labor. 

One of the great problems I think that industry, particularly organ- 
ized industry, has had, and I hate to express any opinion with reg: rard 
to organized labor in the presence of the president of the American 
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Federation of Labor, but this question of the runaway plants has 
become very serious, at least in some industries, and I think that we 
certainly should be very careful not to do anything that is going to 
encourage further this movement of industry. 

(The additional material submitted by Mr. Meany follows:) 


SUPPLEMENTAL STATEMENT BY GEORGE MEANY, PRESIDENT AMERICAN FEDERATION 
OF LABor REGARDING APPLICATION OF LEARNER REGULATIONS 


During the course of my testimony, I stated that employers have been able 
to utilize the regulations of the Labor Department to employ so-called learners 
at wage rates as low as 63 cents an hour. I stated that in a number of cases 
employers who have opened plants in new locations have been authorized to pay 
these subminimum wages to a large part of their work force. 

The particular learner regulation to which I was referring applies to the 
manufacture of gloves. Labor Department regulation part 522, sections 522.220- 
522.231, sets forth the following provisions for employing learners in the glove 
industry: 

Leather glove, woven or knit fabric glove, and knit glove branches of the in- 
dustry.—65 cents an hour for the first 320 hours; 70 cents an hour for the next 
160 hours. 

Work glove branch of the industry.—63 cents an hour for the first 320 hours ; 68 
cents an hour for the next 160 hours. 

The American Federation of Labor affiliate in this industry, the International 
Glove Workers of America, has followed the adininistration of these regula- 
tions very closely. They have reported a number of instances in which em- 
ployers have arbitrarily closed down plants located in the North or Midwest in 
order to open newly established plants in the South. In some instances, the firm 
received special financial subsidies from the community in which it relocated. 
Almost invariably the newly established plant has applied to the Labor Depart- 
ment to employ a substantial number of learners at these subminimum rates. 
In a number of cases, despite the protests of our affiliate, the Labor Department 
has granted learner certificates to these firms even though experienced workers 
in the North have been made idle by the plant’s relocation to the South. 

The following example is given to support this statement : 

Wells Lamont Corp.: An examination of Thomas’ Register of Manufacturers 
indicates that in the past few years this firm has made the following changes 
in the plants it operates: 

Plants abandoned since 1947: Aledo, Ill.; Burlington, Iowa; New London, 
Iowa; Clarksville, Mo.; Edina, Mo.; McMinnville, Oreg. 

New plants opened since 1947: Fort Morgan, Colo.; Barry, Ill.; Eupora, Miss. ; 
Waynesboro, Miss. ; Brownsville, Tex.; Mount Vernon, Tex. ; Hugo, Okla. 

The company also operated plants at Elsbury, Mo.; Philadelphia, Miss., and 
Beardstown, Ill., during this period. 

The United States Department of Labor records show that at each of the 
new plants the firm has applied for and received certificates for learners for 
sewing machine operations. Mr. Thomas Durian, president of the International 
Glove Workers Union, writes that in several instances this firm “has been able 
to obtain certificates for learners permits at subminimum wages for its entire 
force on sewing machines.” 

I am attaching the list furnished us by the Department of Labor indicating the 
learner certificates obtained by this firm. I would appreciate it if this list 
could be made part of the record of the hearings. 
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Certification actions, 1950-55, 


Elsbury, Mo.: 

. Jan. 25, 1950, to July 24, 1950 

. Ang. 22, 1950, to Oct. 24, 1950 

Aug. 28, 1951, to Aug. 27, 1952 
. Sept. 9, 1952, to Sept. 8, 1953. 

. Sept. 17, 1953, to Sept. 16, 1954 


S on be OS 


Sept. 29, 1954, to Sept. 28, 1955 _ - 


Ph r vde Iphia, Miss.: 
Jan. 25, 1950, to July 24, 1950 
2 Aug. 28, 1950, to Oct. 24, 1950 
3. Oct. 23, 1951, to Oct. 22, 1952 
4. Nov. 20, 1952, to Nov. 19, 1953 
5. Mar. 31, 1954, to Mar. 30, 1955 
Edina, Mo.: 
1. Jan. 25, 1950, to July 24, 1950 
2. Aug. 28, 1950, to Oct. 24, 1950 
3. Oct. 4, ee to Oct. 24, 1950_ 
4. Aug. 28, 1951, to Aug. 27, 1952 
5. Oct. 1, <7 1, to Mar. 31, 1952 
Brownsville, Tenn.: 
1. Jan. 25, 1950, to July 24, 1950 
2. Aug. 24, 1950, to Oct. 24, 1950 
3. Oct. 31, 1951, to Oct. 30, 1952 
4. Oct. 31, 1952, to Oct. 30, 1953 


Apr. 20, 1954, to Apr. 19, 1955_ _ - 


wk Il.: 
Jan. 25, 1950, to July 24, 1950 
Aug. 16, 1950, to Oct. 24, 1950 
Oct. 8, 1951, to Oct. 7, 1952 
Oct. 27, 1952, to Oct. 26, 1953 
Nov. | ” 1953, to Nov. 2, 1954 
. Nov. 3 1954, to Nov. 2, 1955 
pune Miss.: 
1. Jan. 25, 1950, to July 24, 1950 
2. Feb. 9, 1950, to July 24, 1950- 
3. Oct. 25, 1950, to Oct. 24, 1951 
4. Oct. 31, 1951, to Oct. 30, 1952 
5. Nov. 20, 1952, to Nov. 
6. Apr. 27, 1954, to Apr. 26, 1955- - 
Beardstown, IIL: 
1. Jan. 25, 1950, to July 24, 1950 


Cr de GO NS 


2. Apr. 5, 1951, to Oct. 4, 1951. __.- 


3. Nov. 5, 1951, to Nov. 4, 1952 

4. Nov. 7, 1952, to Nov 6, 1953 

5 Nov. 24, 1953, to Nov. 23, 1954 
Fort Morgan, Colo.: 

1. Jan. 25, 1950, to July 24, 1950 

2. Oct. 10, 1950, to Oct. 24, 1950 

3. Oct. 10, 1950, to Oct. 24, 1950 


4. Apr. 17, 1951, to Oct. 16, 1951__- 


5. Oct. 31, 1951, to Oct. 30, 1952__- 

6. Nov. 20, 1952, to Nov. 19, 1953 
Mount Vernon, Tex.: 

1. July 19, 1951, to Jan. 18, 1952 


2. Jan. 29, 1952, to Jan. 28, 1953___- 


3. Aug. 25, 1952, to Feb. 24, 1953 


4. Mar. 17, 1953, to Mar. 16, 1954__- 


5. Mar. 17, 1953, to Sept. 16, 1953 
6. Sept. 25, 1953, to Mar. 24, 1954 


7. Mar. 17, 1954, to Mar. 16, 1955_- 
8. Mar. 17, 1955, to Mar. 16, 1956_- 





9. Mar. 17, 1955, to Sept. 16, 1955 

Waynesboro, Miss.: 
1. Dee. 28, 1950, to June 28, 1951 

2. July 16, 1951, to July 15, 1952 
July 16, 1951, to Jan. 15, 1952 
. Feb. 8, 1952, to Aug. 7, 1952 
Aug. 25, 1952, to Aug. 24, 1953 
Aug. 25, 1952, to Feb. 24, 1953 
Sept. 8, 1952, to Feb. 24, 1953- 
Mar. 20, 1953, to Sept. 19, 1953 
9. Aug. 25, 1953, to Aug. 24, 1954 
10. Oct. 9, 1953, to Apr. 8, 1954__ 


“I Ore Con 
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12. Aug. 25, 1954, to Aug. 24, 1955 


NoTE.—The symbols (NLT ) and ( 
respectively . 


19, 1953_____. 


| 11 learners 


10 percent 


10 percent___ 


10 percent 
10 percent 
10 percent 


10 percent 
10 percent 
10 percent 
10 percent 
10 percent 


10 percent 
10 percent 
10 learners 
10 percent 
10 percent 


12 percent. 
10 percent. 
10 percent 
10 percent 
10 percent. 


3 learners__-- 


3 learners__-_- 


3 learners- 
2 learners 
5 learners 
5 learners... 


10 learners 
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Senator Doveras. Are there any further questions? 

We will meet tomorrow morning, when Mr. Potofsky of the Amal- 
amated Clothing Workers of America, Mr. Greenberg of the Retail, 
Vholesale & Department Store Union, and Mr. Anthony Valente, 

president of the Textile Workers of America, A. F. of L., will testify. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned.) 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


TUESDAY, APRIL 19, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON LABOR, 
CoMMITTEE ON LaBor AND PuBLic WELFARE, 
Washington, D. C. 

The subcommittee met at 10 a. m., Chairman Paul H. Douglas pre- 
siding. 

Present: Senators Douglas (presiding) and McNamara. 

Other committee members present: Senators Lehman and Purtell. 

Also present: Steward E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Dovetas. The committee will come to order. 

The first witness this morning is Mr. Jacob Potofsky, president, 
Amalgamated Clothing Workers of America. He is accompanied by 
Mr. Arthur Goldberg, general counsel of the CIO. 

Mr. Pororsky. I should like to present testimony for the Amalga- 
mated Clothing Workers of America. I should also like to file a 
brief of supporting data on the statements that I will make. I should 
also like to present later on some rank-and-file workers from factories 
to testify about their conditions and their wage levels. 


STATEMENT OF JACOB S. POTOFSKY, PRESIDENT, AMALGAMATED 
CLOTHING WORKERS OF AMERICA, CIO, ACCOMPANIED BY 
ARTHUR GOLDBERG, GENERAL COUNSEL, CIO 


Mr. Pororsky. My name, as you know, is Jacob S. Potofsky. Iam 
president of the Amalgamated Clothing Workers of America. The 
385,000 members of the Amalgamated are the makers of men’s ap- 
parel and are employed also in the clothing service and retail trades. 
They live and work in hundreds of communities, small towns as well 
as large cities, throughout our country and in several of the provinces 
of Canada. 

For 40 years and more the Amalgamated has represented workers 
in their efforts to improve their working conditions and living stand- 
ards. During a period of over 20 years our organization has been 
actively and deeply concerned with the effects of nationwide minimum 
wage floors on the men’s apparel industries and on the earnings, the 
job oppertunities, and the general welfare of the men and women em- 
ployed in these industries. 

Our union is proud to have been associated with the conception, 
birth, development, and application of Federal minimum wage legis- 
lation. We are, indeed, proud to have contributed a measure of lead- 
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ership to this important work during those dark days of the depression, 
when the National Recovery Administration played such a critical 
role in our Nation’s economic recovery, and, later, in the consideration 
and application of the Fair Labor Stand: rds Act of 19 38, which has 
proved to be a cornerstone of our economic growth and our economic 
democracy. 

To Amalgamated members, the proposed amendments to the Fair 
Labor Standards Act have a vital and immediate interest. We are 
concerned, first of all, because our industries, as consumer-goods in- 
dustries, are closely dependent on economic conditions in general and 
purchasing power in particular. We firmly believe that a substantial 
increase in the Federal minimum wage will expand purchasing power 
where it is most needed and thus strengthen consumer demand. 

Secondly, some of the Nation’s traditionally low-wage industries 
are in the men’s apparel group. These workers are among those who 
require an increase in the Federal minimum and are pr ofoundly con- 
cerned with your deliberations. 

I am here today to urge that this subcommittee recommend the 
adoption of a Federal minimum wage of $1.25 an hour. It is my 
primary purpose to discuss the effects ‘of such a minimum in the men’s 
apparel industries and to point out why a $1.25 minimum is necessary 
and feasible now. I shall confine myself to the essential facts as 
regards the men’s apparel industries and am submitting for the sub- 
committee’s more leisurely study and for the record a supplementary 
detailed analysis. 

Mr. Gorpserc. Mr. Chairman, at this time may I on behalf of Mr. 
Potofsky offer his supplementary memorandum and ask that it be 
made a part of the record ¢ 

Senator Doveras. It will be done. 

(The material referred to is as follows :) 


SUPPLEMENTARY STATEMENT SUBMITTED WITH THE TESTIMONY OF Jacos S. 
PoOTOFSKY, PRESIDENT, AMALGAMATED CLOTHING WoRKERS OF AMERICA, CIO, 
IN SuUPPoRT OF A FEDERAL MINIMUM WAGE OF $1.25 AN Hour 


This statement is a supplement to the testimony of Jacob S. Potofsky, president 
of the Amalgamated Clothing Workers of America, before the Subcommittee on 
Labor of the Senate Committee on Labor and Public Welfare, in support of a 
Federal minimum wage of $1.25 an hour. It will deal with the effects of a 
minimum of $1.25 on the men’s apparel industries and will support the union’s 
plea that such a minimum is necessary and feasible now. 

The essential facts are that (1) a substantial increase in the Federal minimum 
wage is needed to correct existing substandards of living among men’s apparel 
workers; (2) a Federal minimum wage of $1.25 an hour will not result in 
significant increases in costs in the men’s apparel industries and will help 
to relieve unfair competition based on substandard wages; and (38) in the 
men’s apparel industries, past experience under the Fair Labor Standards Act 
has been favorable. 


THE WAGES OF MEN’S APPAREL WORKERS ARE TOO LOW TO PROVIDE A MINIMUM 
STANDARD OF LIVING 


The Finding and Declaration of Policy of the Fair Labor Standards Act of 
1938 states that it is the policy of the act to correct and as rapidly as practicable 
to eliminate labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for the health, efficiency, and general well-being 
of workers. There can be no question about the fact that the present 75 cents 
an hour Federal minimum wage is completely inadequate to serve as a realistic 
floor for a wage structure intended to correct such labor conditions. 
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Studies of living conditions have been made by government agencies for Many 
years. Perhaps the most comprehensive work in this field was undertaken by 
the United States Bureau of Labor Statistics in 1945, under a directive of the 
Labor and Federal Security Subcommittee of the House of Representatives 
Appropriations Committee. The city worker's family budget, which the Bureau 
developed in response to this directive, is a budget for a family of four, consisting 
of an employed father, a mother, and two children under 15 years of age. 

This city worker’s family budget represents the estimated dollar cost required 
to maintain this family at a level of adequate living—to satisfy prevailing stand- 
ards of what is necessary for health, efliciency, the nurture of children, and for 
participation in community activities. This is not a subsistence budget, nor 
is it a luxury budget; it is an attempt to describe and measure a modest but 
adequate standard of living. 

This budget was originally priced by the Bureau of Labor Statistics at March 
1946 price levels. It was priced most recently by the Bureau at October 1951 
price levels. The Bureau found that at October 1951 price levels, the total annual 
cost of maintaining a family of four at a modest but adequate level ranged from 
$3,812 to $4,454 in the 34 cities studied, as indicated in table 1. When translated 
into the hourly wages needed to meet this budget, it is obvious that, in October 
1951, even in the American city with the lowest cost, a worker would have had 
to earn not less than $1.83 an hour, 40 hours a week, for 52 weeks a year, in 
order to maintain a family of four at a modest standard of living. For the 3 
cities, the arithmetic average hourly wage needed to meet this budget was, in 
fact $2. At present price levels, higher earnings would obviously be needed to 
meet the city worker's family budget because of the increase in the cost of living 
in the last 3 years. 


TABLE 1.—City worker’s family budget, 34 large cities, October 1951" 


Total annual Hourly w 
cost of budget needed 2 


454 
387 
, 338 
315 
,3ll 
, 04 
280 
263 
252 
217 
217 
208 
203 
202 
199 
195 
199 
185 
161 
153 
146 
127 
112 
103 
090 
O83 
078 
067 
044 
021 


141 
109 
OR6 
O75 
073 
069 
O58 
050 
O44 
()27 
027 
023 
02) 
020 
O19 
O17 
014 
O12 
000 
. 997 
993 
Ys4 
977 
.973 
966 
963 
961 
955 
944 
933 
924 
. 908 
. 904 
833 


Washington, D. C_-- 
Milwaukee, Wis_--- 
Richmond, Va_- 

Atlanta, Ga ae 

Los Angeles, Calif. - 

Houston, Tex 

Seattle, Wash 

San Francisco, Calif. - 
Birmingham, Ala-_----- 
Baltimore, Md 

Boston, Mass_-_-- 

Cincinnati, OFio- 

Pittsburgh, Pa 

Jacksonville, Fla_- 

Denver, Colo_- 

Detroit, Mich 

Memphis, Tenn_ 

Chicago, Il_____-- oe 
Minneapolis, Minn... __----- 
Portland, Oreg_- 

Norfolk, Va 

Buffalo, N. Y 

a”: eee 
Cleveland, Obio___---- 
Manchester, N. H_. _- 

New York, N. Y_.. -- 
Philadelphia, Pa 

Savannah, Ga 

Indianapolis, Ind 

Portland, Maine _--_----- 
Scranton, Pa 002 
Mobile, Ala___- ia ae win ; 969 
Kansas City, Mo.........-.....---- x 3, 960 
ge Oe eee dees 3, 812 
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' Source: U. S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952, 
p. 521. 
? Caleulated by dividing the total annual cost by 2,080 hours; i. e., 40 hours a week, 52 weeks a year. 


When we say that an American worker needs $2 an hour, or $80 a week, or 
$4,160 a year to provide a modest but adequate living standard for his family, 
what do we mean? It is easy, in citing figures, to lose sight of what these 
amounts mean in terms of the everyday living of the city worker’s family on 
whose living standards the Bureau of Labor Statistics based its budget. Just 
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how modest this standard of living is can be appreciated at once when one 
realizes that the budget allows a 4-person family with 2 growing children less 
than 3 pounds a week of roasts, steak, chops, porkchops, and poultry and less 
than 2 quarts of milk a day. On this budget, the employed head of the family 
buys 1 heavy wool suit every other year, and an overcoat every 6 years; his wife 
buys 2 rayon dresses a year, 1 woolen dress every 5 years, and a heavy coat 
every 4 years. The allowances on some items of children’s apparel are such— 
rubbers or overshoes every other year, for instance—that some hand-me-downs 
are obviously required to fill the gaps, in view of the normal rate of growth of 
youngsters of these ages. The wife does all the cooking, cleaning, and laundry 
without any paid assistance. As for recreation, the budget permits 2 motion 
pictures every 3 weeks for the parents; 1 play, concert, or sporting event a year 
for each member of the family; and the purchase of only 1 book a year for the 
entire family. This is the adequate standard which now requires a man to 
earn more than $2 an hour to meet it. 

How do the earnings of the men’s-apparel workers compare with the $2 an 
hour, or $4,160 a year, which the Bureau of Labor Statistics considers necessary 
for a modest standard of living? All of the recent wage surveys of the men’s- 
apparel industries made by the Bureau of Labor Statistics indicate that very 
few men’s apparel workers earn enough to meet even this modest standard. 

In the past few years, the Bureau has made wage surveys in several branches 
of the men’s-apparel industries. Table 2, which shows the average hourly 
earnings and the percentage of production workers earning less than $2 an hour 
in these various branches, indicates that relatively few production workers in 
men’s-apparel industries earn enough to meet the cost of the Bureau’s city 
worker’s family budget. 


TABLE 2.—Average hourly earnings and percentages of production workers earn- 
ing less than $2 an hour in various branches of the men’s apparel industries 


) bat jcatiaenenieiicam as 


Percentage of 

Average production 
Industrial branch Date of survey | hourly workers earn- 
| earnings ing less than 

$2 an hour 


Men’s and boys’ suits and coats ! March 1951-_____- 
PE IN ee oe eee eee a dns ce nnddegaunuscnnia ..-| July 1953 


Men’s and boys’ dress shirts and nightwear 3 May 1954 





1 Computations based on U. S. Department of Labor, Bureau of Labor Statistics, Straight-time Hourly 


Earnings for Selected Occupations in Men’s and Boys’ Suit and Coat Manufacture, March 1951, BLS 
1988a OW R-23 (revised) forms. 


2U.S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Work Clothing, July 1953, 
BLS Report No. 51, p. 6. 


3U.8. Department of Labor, Bureau of Labor Statistics, Wage Structure, Men’s and Boys’ Dress Shirts 
and Nightwear, May 1954, BLS Report No. 74, p. 6. 


In the men’s and boys’ suit and coat industry, in March 1951, average hourly 
earnings were $1.684, and 72.8 percent of the production workers were earning 
less than $2 an hour. However, in both the work clothing branch, where average 
hourly earnings were 96 cents, and the dress shirt and nightwear branch, where 
average hourly earnings were $1.09, almost none of the production workers had 
earnings of $2 an hour or more. Wage increases in the men’s apparel industries 
since the dates of the BLS surveys would reduce the number earning less than 
$2 somewhat, but they would still constitute the overwhelming majority. 

Since the city worker’s family budget was constructed for a familly in which 
the male wage earner is the head of the household, it is relevant to inquire 
into what proportion of males employed in the men’s apparel industries have 
earnings of less than $2 an hour. The BLS wage surveys referred to above 
indicate that 53.6 percent of the male production workers in the suit and coat 
industry were earning less than $2 an hour in March 1951; 96.9 percent of the 
male production workers in the work clothing industry were earning less than 
$2 an hour in July 1953; and 91.3 percent of the male production workers in the 
dress shirt and nightwear industry were earning less than $2 an hour in May 1954. 

Thus, it is apparent that, on the whole, relatively few men employed as produc- 
tion workers in the men’s apparel industries have hourly earnings as high as 
the hourly amounts required to be earned 40 hours a week, 52 weeks a year, to 
meet the cost of the modest city worker’s family budget. And, in connection 
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with the men’s apparel industries, it must be noted that they have, at times, been 
subject to seasonality and slack time. Therefore, if relatively few male produc- 
tion workers earn hourly amounts high enough to meet the hourly cost of the 
modest BLS budget, even fewer will be able to meet the weekly cost, and cer- 
tainly very few will have annual earnings high enough to meet the annual cost 
of the city worker’s family budget. 

Thus, it is clear that by the Government’s own representation of a modest 
standard of living—which we have shown to be meager enough—men’s apparel 
workers do not earn enough to provide even this modest standard of living for 
themselves and their families. A substantial increase in the Federal minimum 
wage is needed to correct those labor conditions “detrimental to the maintenance 


of the minimum standard of living necessary for health, efficiency, and general 
well-being of workers.” 


THE EFFECTS OF A $1.25 FEDERAL MINIMUM WAGE ON THE MEN’S APPAREL INDUSTRIES 


That a Federal minimum wage of $1.25 an hour is necessary for the mainte- 
nance of a minimum standard of living is beyond question. That such a mini- 
mum is feasible, as regards its effects on costs in the men’s apparel industries, 
and that such a minimum will help alleviate unfair competition in these indus- 
tries, are also supported by the facts. 


The effect on cost 


On the basis of the BLS wage surveys referred to earlier and on the basis of 
data on labor cost and total cost reported in the 1952 Annual Survey of Manu- 
factures, it is possible to estimate the effect of a $1.25 minimum wage on total 
costs in the men’s apparel industries. Table 3 outlines the calculation of the 
percentage increases in total cost resulting from increasing all workers earn- 
ing less than $1.25 an hour to $1.25 an hour. 


Calculation of estimated increase in cost resulting from increasing the wages of 
all production workers earning less than $1.25 an hour to $1.25 an hour in 
various branches of the men’s apparel industries 


Dress shirts 


| Suits and’coats | , “ : Work clothing 


and nightwear - . 
(Mareh 1951) | “'(\ray 1954) | (July 1953) 


DATA FROM BLS WAGE STUDIES 


Total number of workers in study__..-----.--.------- 52, 425 | 88, 527 66, 187 
Average hourly earnings $1. 684 | $1. 090 $0. 960 
Total labor cost per hour for those in RS neshiwvirt nee $88, 283. 70 $96, 494. 43 $63, 539. 52 
Number of workers earning less than $1.25____--- | 11, 826 | 65, 421 | 58, 245 
Amount per hour needed to increase those earning less 


than $1.25 to $1.25_...-.--- a $2, 235. 70 $19, 721. 53 | $20, 283. 13 
Resulting percentage increase ‘in total labor cost...... - 2.5 20. 4 | 31.9 


DATA FROM 1952 ANNUAL SURVEY OF MANUFACTURERS 


Total labor cost (wages of production and related 

workers) - 297, 881, 000 $187, 140,000 | t $16, 586, 000 
Total cost (value of products shipped) | $1, 165, 355, 000 $738, 602,000 | 1 $96, 742, 000 
Total labor cost as a percentage of total cost_--.--.--..-- 25.6 25.3 | 117.1 
Percentage increase in total cost resulting from incre as- 

ing all workers earning less than $1.25 2.....___.___-- 0.6 | §.2 | 5.5 


| — — 


1 These data are for the work shirt branch. Labor cost and total cost data are not available for the work 
clothing branch as such. 


2 Obtained by multiplying the percentage increase in total labor cost by the total labor cost as a percentage 
of total cost. 


In the suit and coat industry, the percentage increase in total labor cost of 
a $1.25 minimum would be 2.5 percent, on the basis of the March 1951 BLS wage 
survey. Since labor cost represents 25.6 percent of total cost in this industry, 
the percentage increase in total cost would be a mere 0.6 percent. In the dress 
shirt and nightwear branch, the increase in labor cost would be 20.4 percent and 
the increase in total cost would be 5.2 percent, if a $1.25 minimum were enacted. 
In the work clothing branch, labor cost would be increased by 31.9 percent and 
total cost by 5.5 percent. Since the dates of these wage surveys, wage increases 
have been made in the men’s apparel industries. These increases would have 
raised the general wage levels and would lower somewhat the percentage in- 
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crease in both labor cost and total cost resulting from the institution of a $1.25 
minimum wage at the present time. 

From the foregoing figures, it is evident that the effect of a $1.25 minimum 
on total cost would be negligible in the men’s clothing industry and that the 
effect even in the traditionally low-wage cotton garment industries wouid, on the 
basis of current figures, hardly exceed 5 percent. 

At the same time, it is obvious that those who will be most affected by the 
increased minimum will be the manufacturers now competing unfairly on the 
basis of substandard wages. 


Unfair competition 


A major finding of the Fair Labor Standards Act is that “labor conditions 
detrimental to the maintenance of the minimum standard of living” constitute 
“an unfair method of competition in commerce,” and it is the expressed policy 
of the act “to correct and, as rapidly as practicable, to eliminate” such condi- 
tions. If this intention is to be carried out, there must be a substantial increase 
in the Federal minimum wage. 

The BLS wage studies of the men’s dress shirt and nightwear and work 
clothing industries are quite revealing in this connection. We find that in the 
dress shirt and nightwear branch, although the average hourly earnings were 
$1.09, a very large group of workers—18.1 percent—were earning between 
75 and 80 cents an hour, or 29 to 34 cents below the average. In the work-clothing 
branch, an even larger percentage of workers were concentrated at this very 
substandard wage level of 75 to 80 cents an hour—26.1 percent. With an average 
of 96 cents an hour, we thus find that more than a fourth of the work-clothing 
workers were earning from 16 to 21 cents less than the average. 

This means that the employers of a considerable number of men’s cotton 
garment workers are paying wages which are very substandard when compared 
even with the low wage levels generally prevailing in these industries. These 
employers have apparently not voluntarily set wages comparable with those 
prevailing. 

That is why, if the Fair Labor Standards Act is to be effectuated in terms of 
present conditions, the Government itself must establish a realistic wage floor 
to bring the wages of the substandard workers—who are unable to help them- 
selves—up to a more decent level than the present obsolete 75 cents an hour 
allows. At the same time, those employers paying decent wages will be afforded 
better protection from the unfair competition of the producers paying substand- 
ard wages. 


THE MEN’S APPAREL INDUSTRIES’ PAST EXPERIENCE UNDER THE FAIR LABOR STANDARDS 
ACT HAS BEEN FAVORABLE 


Since the enactment of the Fair Labor Standards Act in 1938, the men’s apparel 
industries have experienced two major periods of adjustment to changes in 
Federal minimum wages under the act, the years from 1938 through 1941 and 
the 1949-50 period. The original Fair Labor Standards Act established a 
nationwide hourly minimum of 25 cents as of October 24, 1938, to be increased 
to 30 cents an hour by October 24, 1939, and to 40 cents by October 24, 1945. 
Provision was made, however, for industry committees to set minimum rates up to 
40 cents an hour at dates earlier than October 1945. Accordingly, in July 1940, 
a 40-cent minimum was established for men’s and boys’ clothing, sportswear, and 
other odd outerwear, and leather and sheeplined garments, while rates of 
either 371%4 or 32% cents were set for other major men’s apparel branches. By 
the end of 1941, however, the 40-cent minimum had also been adopted in these 
other men’s apparel branches. 

The first period of adjustment to Federal minimum wages under the Fair 
Labor Standards Act, then, may be said to cover the years 1938-41. The second 
period of adjustment followed the amendments to the act enacted 1949. These 
amendments included a 75 cents hourly minimum wage, effective January 25, 
1950. 

In the men’s apparel industries, experience with Federal minimum wages un- 
der the Fair Labor Standards Act has been extensive and, apparently, favor- 
able. Aside from the generally wholesome effect on these industries of the in- 
creased purchasing power and, presumably, fortified consumer demand for ap- 
parel which resulted from the nationwide minimum, the specific data for the 
men’s appearel industries indicate that these industries adjusted favorably to 
the increased minimum wages. 
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In both periods of adjustment, 1988-41 and 1949-50, employment and the 
earnings of the workers in the men’s apparel industries increased, the protit 
experience of the manufacturers was favorable, and there was a decline in the 
number of business failures and the amount of their current liabilities. The 
average value of men’s garments at the factory actually declined after the first 
ELSA minimum was set in 1939 (the 1937-39 period being the only relevant 
period for which these data were available). 

It is not surprising that increases in Federal minimum rates should result 
in higher average hourly earnings, and this was, in fact, the case in the men’s 
apparel industries. But it is also important to note what happened to employ- 
ment as a result of the minimum rate increases, not only because this is a sig- 
nificant economic indicator but also because the act specifically states its poticy 
to be the correction of labor conditions detrimental to the maintenance of the 
minimum: standard of. living necessary for the health, efficiency, and well- 
being of workers, “without substantially curtailing employment.” 

Table 4 shows that, in the 2 pericds of adjustment to changes in minimum 
wages under the Fair Labor Standards Act, not only did earnings increase but 
employment, far from being curtailed, actually expanded. 


TABLE 4.—Employment and average hourly earnings in the men’s clothing and 
men’s shirt industries, 1938-41 and 1949-50 * 


| 


Men’s clothing Men’s shirts and collars 


| 
| 


Employment — ie Employment > ae 
index Se index . 
(1939= 100.0) earnings (1923-5= 100.0) | earnings 
(cents | (cents) 





58.6 5. 38.‘ 
58.1 2. 39 
59.3 20. { 41. 
63.0 31. 344 


Shirts, collars, and 
nightwear 
Number of Neon 
production hourly 
workers earnings Number of 
production 
workers 


Average 
hourly 
earnings 
(cents) 


1949 . ate tee oaiee aaiae : ; 124, 900 $1. 345 80, 700 92.7 


BE ccnepoceun ieadwen ese i 129, 200 1. 361 83, 100 98.8 


! Sourees: U. S. Department of Labor, Bureau of Labor Statisties, as reported in U. S. Department of 
Commerce Survey of Current Business, 1949 Statistical Supplement, pp. 59 and 77; U. S. Department of 
Labor, Bureau of Labor Statistics, Employment and Earnings, Annual Supplement Issue, May 1954, pp. 59 
and 95; U. S. Department of Labor, Bureau of Labor Statisties, as reported in U. 8. Department of Com- 
merce, Bureau of the Census, Statistical Abstract of the United States, 1942, p. 392; U. 8S. Department of 
Labor, Bureau of Labor Statistics, Hours and Earnings in the United States, 1932-40 (with supplement for 
1941), Bulletin No. 697, pp. 94 ané 144, U. S. Department of Labor, Bureau of Labor Statistics, Employ- 
ment and Payrolls (monthly reports) and Hours and Earnings (monthly reports). 

? Average for 11 months. 


Note.—For the years 1938-41, the men’s clothing data issued included men’s, youths’ and boys’ suits, 
overcoats, trousers, slacks, washable service apparel, work clothing (except work shirts), and sport gar- 
ments; for the years 1949-50, and men’s clothing data issued included men’s, youths’ and boys’ suits, coats, 
overcoats, and uniforms (military, policemen’s, and firemen’s, etc.), and suit and coat findings. 


Between 1938 and 1941, the first period of minimum wage increases under 
the act, average hourly earnings in the men’s clothing industry (as it was 
then defined) increased from 58.6 to 63 cents, while the index of employment 
rose from 86.6 to 115.9. In the men’s shirt and collar industry, average hourly 
earnings moved upward from 338.2 to 44.1 cents, while the employment index 
rose from 115.9 to 131.4. It is significant that, at the same time that average 
hourly earnings were increasing in this period, employment expanded by one- 
third in the men’s clothing industry and by 13.4 percent in the men’s shirt and 
collar industry. 

In the second, and shorter, period of adjustment, 1949-50, average hourly 
earnings of men’s clothing workers moved from $1.345 to $1.361, while em- 
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ployment rose from 124,900 to 129,200, or 3.4 percent. In the shirt, collar, and 
nightwear industry, average hourly earnings increased from 92.7 to 98.8 cents, 
and employment showed a gain of 3 percent, from 80,700 to 83,100. 

From these figures, it is obvious that in the men’s apparel industries em- 
ployment not only did not suffer but actually expanded in the periods of ad- 
justment to increases under the Fair Labor Standards Act. 

To the extent that the cost to the manufacturer is indicated by the average 
value at the factory or plant, data for the years 1937 and 1939 (the only rele- 
vant years for which such data are available) indicate that the increases in 
wages resulting from the initial Fair Labor Standards Act minimum rate in 
1938 were not accompanied by an increase in the average value of men’s 
garments at the factory or plant. The figures for the years 1937 and 1939, 
presented in table 5, show declines in the average value of various men’s 
garments between 1937 and 1939. These decreases in average value ranged 
from 3.5 percent for work shirts to 20 percent for pajamas and nightwear, 
with men’s suits as the garment showing the second lowest drop, 18.9 percent. 


TABLE 5.—Average value at factory or plant of specified men’s garments, 1937 
and 19389 * 


Garment 1937 | 1939 Change 


Per garment | Per garment Percent 


$17. 27 $14. 00 —18.9 
Overcoats and topcoats 15. 59 14.13 —9.4 


Separate trousers ? 1.73 1.61 —6.9 


Per dozen Per dozen 


garments garments 
Dress and sport shirts 3 4 $8. 79 —10.9 
Work shirts 5 3______- itches cicada cio ao aia naan io nedlesmesinroct il cata 5 6. 29 —3.5 
2 . J 


10. 11 —11.9 
Pajamas and nightwear ¢ 9.00 | —20.0 


oe U. S. Department of Commerce, Bureau of the Census, Manufactures: 1939, vol. II, pt. I, 
pp. 407, 415. 


2 Excludes work pants. 
3 Includes boys’ garments. 


4 Includes polo, tennis, and basque shirts of purchased woven and knitted fabrics. 
5 Includes flannel shirts. 


Note.—The average value of men’s garments at factory or plant was calculated by dividing the value 
of products at factory or plant by the quantity of garments produced. 


TABLE 6.—Average* profit experience in selected men’s apparel industries, 1938-41 
and 1949-50? 





ing wear, and pajamas clothes 


| 
Men’s and boys’ cloth-| Men’s shirts, under- | Overalls and work 


x Net profit | ., | Net profit sti Net profit 
— enamel as a percent a profit las a percent} Net ae as a percent 
_ of tangible [2% ® Pt | of tangible [28 91 of tangible 


. 3 ot sales 3 | 3 3 
of net sales net worth 3 of net sales | net worth 2 “ net sales net worth 3 


earSoms 
Baseak 


1 The average used here is the median or middle value. 
Source: Dun & Bradstreet, Inc. 

3 Net profit after taxes. 

4 Loss. 


In the two periods of adjustment, 1938-41 and 1949-50, manufacturers in 
various branches of the men’s apparel industries had favorable profit experience, 
as shown in table 6. In the 1938-41 years, men’s and boys’ clothing manufac- 
turers increased their net profit as a percent of net sales from a loss of 0.21 per- 
cent to a profit of 2.04 percent, while their net profit as a percent of tangible net 
worth rose from a loss of 0.81 percent to a profit of 10.79 percent. In the men’s 
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shirt, underwear, and pajama branch, net profit as a percent of net sales in- 
creased from 0.14 to 1.79 percent, while net profit as a percent of tangible net 
worth gained from 0.44 to 9.68 percent. Gains were also registered for overalls 
and work clothing, where net profit as a percent of net sales increased from 0.16 
te 3.84 percent and net profit as a percent of tangible net worth increased from 
0.40 to 4.49 percent. 

In the 1949-50 period net profits also showed a gain in all these men’s apparel 
branches, whether measured as a percent of net sales or as a percent of tangible 
net worth. 

It is not too surprising, then, that there should be a decline in business failures 
in the two periods of adjustment under consideration. According to table 7, 
business failures and the amount of their current liabilities, in the men’s and 
boys’ clothing and furnishings manufacturing industry, declined in both the 
1938-41 years and the 1949-50 years. From 1938 through 1941, the number of 
business failures dropped from 95 to 46, while the amount of their liabilities 
declined from $2,700,000 in 1938, to $1,035,000 in 1941. There were 33 failures 
with current liabilities of $1,979,000 in 1950, substantially less than in 1949 
when there were 43 failures with current liabilities of $2,489,000. 


TABLE 7.—Fdilures in the men’s and boys’ clothing and furnishings manufacturing 
industry, 1938-41 and 1949-50 * 


Number of; Current Yeer Num ber of| Current 
failures | liabilities _ failures | liabilities 


1938__ eeeeen 95 | $2, 700, 000 ‘ : 46 | $1,035,000 
1939 ; pigs ieee 85 | 1,674,000 || 1949_- : 43 | 2,489, 000 
1940 j 87 | 1,691,000 9 33 1, 979, 000 


Source: Dun & Bradstreet, Inc. 


N oT8.— Beginning in 1939, a ch ange in coverage was effected to make coverage More complete. However, 
unrevised data comparable to prior years were issued for 1939 (failures, 62; liabilities, $1,529,000) and 1940 
failures, 62; liabilities, $1,427,000). 


The Department of Labor itself has, in the past, been concerned about the 
effect of increased Federal minimum wages on the men’s apparel industries, 
particularly those considered to be low-wage industries. 

The Wage and Hour Division of the Department of Labor made a study of 
the effects of the July 15, 1940, wage order on the cotton-garment industry, which 
included at the time “overalls, work shirts, washable service apparel, work 
pants, and other single pants.’* The Division noted that this industry “has 
long had a reputation as a low-wage industry, and important sections of it con- 
stituted serious problems to the Federal Government in the field of NRA admin- 
istration and prison-labor administration.” Studies of the industry were made 
in the spring of 1941 and revealed that ‘‘average hourly earnings had risen” 
between 1939 and 1941. Despite the increase in earnings, however, the Division 
reported: “The story is uniformly one of increasing employment. Between the 
spring of 1939 and the spring of 1941 employment in the industry rose by 10.6 
percent in the United States. Both the North and the South shared in this pros- 
perity, the South to a greater extent than the North, having benefited by a 13.4 
percent increase in employment as against an 8.9 percent increase for the North.” 

The Division noted in a further study on this problem that “by and large * * * 
the plants included in the survey (a study of the case histories of workers in 
27 cotton-garment plants) made little or no changes in the methods, organization, 
or policies to effect an adjustment to the higher minimum.” 

Again, after the 75-cent minimum went into effect in 1950, interest was focused 
on the effects of the increased rate on low-wage industries. A study, Results 
of the Minimum-Wage Increase of 1950, reported on the economic effects of the 
increase in selected low-wage industries and establishments.2 Among the five 
low-wage manufacturing industries examined was the men’s dress shirt and 
nightwear industry. According to this study, this industry experienced the fol- 
lowing effects as a result of the 75 cents Federal minimum wage: 


2U. S. Department of Labor, Wage and Hour Diviison, Raising Wage Minima by Wage 
Order, Annual Report of the Wage and Hours Division for the fiscal year ended June 30, 
1941, pp. 39-42. 

2U. S. Department of Labor, Wage and Hour and Public Contracts Divisions, Results of 
the Minimum-Wage Increase of 1950, pp. 47-62. 
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1. The short-run direct impact of the higher minimum was to raise average 
hourly earnings of one-third of the plant workers from below to at least 75 cents. 

2. The short-run influence of the higher minimum on the upper end of the wage 
scale, that from $1.25 up, was negligible, even in the low-wage regions which 
otherwise experienced substantial adjustments. 

3. Employment in the industry was not much affected by the higher legal 
minimum. 

4. The effects on capital expenditures and production methods did not appear 
to be very substantial. 

5. The new minimum had only minor influence on hiring policies. 

6. Average weekly hours in the industry did not vary, except seasonally, during 
1949 and 1950. 


= 


7. Monthly wholesale price indexes for men’s and boys’ shirts and men's 
pajamas indicates little or no price advance between July 1949 and June 1950. 

In sum, then, it appears that while the 75-cent minimum had a significant 
effect on the wage structure of the men’s dress shirt and nightwear industry, the 
higher minimum appeared to have had no determinable effects on nonwage vari- 
ables in the industry other than a minor impact on hiring policies. 

If past experience serves as any guide, as indeed it should, various significant 
economic indicators in the men’s apparel industries show that experience to 
have been favorable in the two major periods of adjustment to changes in Federal 
minimum rates under the Fair Labor Standards Act. In addition, specific 
studies of the United States Department of Labor of the effects of both the 1940 
increase and the 1950 rate of 75 cents an hour in low-wage men’s apparel branches 
also report the favorable effects of these increases. 

Mr. Pororsky. I would like to add that I understand Walter 
Reuther is going to testify this Thursday, and I know that I can in 
advance subscribe to what he is going to say. 

The essential facts are: 

(1) That a substantial increase in the Federal minimum wage 1s 
needed to improve the wage levels of the lower-paid men’s apparel 
workers so that they may begin to approximate a minimum standard 
of living; 

(2) That a Federal minimum wage of $1.25 an hour will not result 
in undue increases in total costs in the men’s ee industries and 
will help to relieve unfair competition based on substandard wages; 
and 

(3) That in the men’s apparel industries past experience under the 
Fair Labor Standards Act has been favorable. 

I am sure that I need not belabor, before this subcommittee, that the 
expressed policy of the Fair Labor Standards Act is the correction, 
and even the ultimate elimination, of labor conditions detrimental to 
the maintenance of the minimum standard of livi ing necessary for the 
health, efficiency, and general well-being of workers. There should be 
no question here that the present 75- cent minimum, effective in 1950, 
is obsolete and cannot serve as a realistic floor for a wage structure 
intended to ace ‘omplish the purposes of the act. 

The United States Bureau of Labor Statistics has done extensive 
— on living costs and has developed, at a congressional directive, 
by the way, the city worker’s family budget. This budget, which 
describes a modest but adequate standard of livi ing for a typic ‘al fam- 
ily of four, was last priced by the Bureau in Oc tober 1951, a date when 
living costs were slightly lower than at present. In the 34 American 
cities studies it was found that this budget called for from $3,812 to 
$4,454 a year to meet its modest standards. Translated into the terms 
of a pay envelope, this means that, even in the lowest-cost city an 
American worker had to earn $1. 83 an hour, 40 hours 2 week, every 
single week of the year ; this, in order to support his family modestly— 
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his or her family, because we have many women in our industries 
who are the sole support of their family. The average for the 54 
cities came to $2 an hour, or $4,160 a year 

How do the earnings of the men’s 0 ee workers compare with 
this $2 an hour, considered by this official agency as necessary for a 
modest standard of living? All of the recent wage surveys of the 
Bureau of Labor Statistics in this field indicate that relatively few 
men’s apparel workers earn enough to meet even this modest st: andard, 

Calculations based on a BLS survey of the men’s suit and coat industry 
in 195F showed that 72.8 percent of the production workers were earn- 
ing less than $2 an hour. The BLS study of the men’s dress shirt and 
nightwear branch last year indicated 98.1 percent of the production 
workers earning less than $2 an hour, while a BLS study of the work 
clothing industry in 1953 showed that 99.4 percent of the production 
workers were earning less than $2 an hour. These figures make it clear 
that a great majority of the men’s apparel workers do not earn 
enough to meet the Gov ernment’s own representation of a modest liv- 
ing standard for themselves and their families, 

Tf that is the case, and if $2 an hour is the minimum hourly wage 
called for, you may well question why I am here urging the adoption 
of a rate of $1.25. I believe, first of all, that we must not lose sight 
of the objective of the minimum living standard, which is the essence 
of the Fair Labor Standards Act. There is no denying the fact that 
that objective calls for at least $2 an hour. At the same time, I believe 
that an increase to $1.25 will represent a great advance over the present 
75 cents and will help, in a significant way, to bridge the gap between 
what the lower paid American workers have and what they ought 
to have. 

Another persuasive consideration is that even in some of the low- 
wage industries, a minimum of $1.25 is feasible now and would not 

cause undue increases in cost. This is certainly true of those men’s 
apparel branches which are in the low-wage group. 

And the brief I have filed, Mr. Chairman, bears out the facts. 

A Federal minimum wage of $1.25 an hour is feasible, as well as 
necessary, for the men’s apparel industries. The effect on cost of such 
a minimum will be negligible in the men’s clothing industry and slight 
in the cotton garment ‘branches of the men’s app arel group. 

Insofar as the men’s ¢ ‘lothing industry is concerned, the effect of the 
proposed minimwun on total cost willbe virtu: ally nonexistent. Using 
the 1951 BLS men’s suit and coat wage survey, we find that raising 
all those workers earning less than $1.25 an hour to $1.25 would raise 
labor cost by 2.5 percent, and total cost by less thi an 1 percent, 0.6 
percent, to be exact. In dress shirts and nightwear ‘, labor cost would 
be raised by 20.4 percent and total cost by 5. 2 percent, which is the 
equivalent of just a few cents, while in work ¢ Ser labor cost would 
increase by 31.9 percent and total cost by 5.5 percent, which is again 
only a few cents. 

Mr. Gouppere. Mr. Potofsky, when you say nightwear, what do 
you mean, pajamas ? 

Mr. Pororsky. Men’s pajamas. 

It is clear that relatively few men’s clothing workers would be 
affected by the $1.25 minimum. If I were here ‘today speaking only 
for the men’s clothing workers my plea to you would be primarily this, 

62569—55—pt. 1——10 
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that these workers will benefit from the greater demand for apparel 
which is bound to result from the expanded purchasing power made 
possible by a nationwide wage floor of $1.25 an hour. 

But I am here today also as a spokesman for a large number of 
cotton garment workers. While it is true that these workers would 
also share in the general benefits of a stronger demand for apparel, 
in these industrial branches the need for a minimum of $1.25 is more 
direct. The cotton garment branches are not unionized to the same 
extent as the men’s clothing industry, and the wage levels are consid- 
erably lower. A substantial number of men and women who work in 
these industries are earning less than $1.25 an hour. It is they who 
need Government action to bring them up to that level. 

I believe that when we ouaniies the cost factor in industries where 
substandard wages exist, we must face this problem squarely. It seems 
to me that an increase in cost of even 5 or 6 percent is meager indeed 
when balanced against the basic needs and the welfare of the workers 
in these industries, and when viewed in the light of the Government’s 
responsibilities under the act. 

nd, after all, the workers earning substandard wages are a rela- 
tively small segment of the overall economy and increasing their wages 
will have an insignificant overall effect on costs. This is all the more 
reason why Congress should not hesitate to provide those workers 
most in need with at least $1.25 an hour, as a step toward the American 
standard of living to which they are entitled. 

One of the cardinal findings of the Fair Labor Standards Act is 
that “labor conditions detrimental to the minimum standard of liv- 
ing” constitute “an unfair method of competition in commerce,” and 
it is the avowed policy of the act “to correct, and, as rapidly as prac- 
ticable, to eliminate” such conditions. We in the clothing industry 
are well acquainted with the threat to both employers and workers of 
unfair competition. Was it not in the needle trades that the term 
“sweatshop,” with all its connotations, was born ? 

Healthy competition is vital to the system of free enterprise we have 
in this country. But competition based on substandard wages, at the 
expense of the workers, is not healthy. It threatens not only our 
standard of living but our national welfare in the broadest sense. 
This unwholesome and unconscionable competition also hurts the fair- 
minded employers who are paying decent wages. They are placed 
at a competitive disadvantage by the chislers who exact their profits 
by condemning the families of their workers to living below or at the 
very margin of subsistence. 

The Fair Labor Standards Act was intended to correct unfair com- 
petition based on substandard wages. This intention should be car- 
ried out. Consequently, there must be a substantial increase in the 
Federal minimum wage. The Government itself must establish a 
realistic wage floor to bring the wages of the substandard workers, who 
are largely unable to help themselves, up to a pot where they more 
nearly approach a minimum standard of health and efficiency than 
is possible with the present, obsolete 75 cents an hour. At the same 
time, this would protect those employers who are paying decent wages 
from the unfair competition of the sweatshop chiseling producers. 

When the original Fair Labor Standards Act was under considera- 
tion in 1937 and 1938 and, again, when the amendments finally made 
effective early in 1950 were under consideration, there were those who 
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held, and proclaimed vociferously, the view that the adoption of a 
nationwide wage floor would cause unemployment, business failures, 
and other disastrous economic consequences. We have seen, however, 
that none of these warnings were justified but that on the contrary 
the Federal minimum wage has proved to be a boon to our economic 
well-being. 

Our own experience in the men’s apparel industries with the effects 
of the Fair Labor Standards Act has been favorable. The supple- 
mentary statement which I am filing will provide the details of this 
experience in the two major periods of adjustment under the act. 

In brief, that experience shows that during both major periods of 
adjustment not only did the average hourly earnings of men’s apparel 
workers increase but employment in these industries also rose. This 
is a very important fact to be noted since the act itself states that; 
its purpose is to be accomplished “without substantially curtailing 
employment.” It did not curtail employment. Our experience has 
been that employment, rather than being curtailed in these periods, 
actually expanded. At the same time, manufacturers in various 
branches of the men’s apparel industries had favorable profit ex- 
perience. ‘They are not the big profitmakers as in other industries, but 
the increase in profit was appreciable, and there was a decline in 
both the number of business failures and the amount of their current 
liabilities. 

Because some of the men’s apparel branches are among the tra- 
ditionally low-wage industries, they have been the object of special 
study by Government agencies concerned with the effects of Federal 
minimum wage legislation. In an early study by the Department of 
Labor of the effects of the July 15, 1940, wage order on the cotton 
garment industry, it was found that despite the fact that average 
hourly earnings had risen, “the story was uniformly one of increasing 
employment” and that “by and large the plants included in the survey 
made little or no changes in the methods, organization, or policies 
to effect an adjustment to the higher minimum.” 

When the Department of Labor examined the effeets of the 75-cent 
minimum of 1950 on the dress shirt and nightwear or pajama industry, 
which was singled out as 1 of 5 low-wage industries studied, it was 
found that although the minimum, perforce, resulted in wage increases 
to the one-third of the workers earning less than 75 cents, its effects 
were very minor with regard to wages at the upper end of the scale, 
employment, capital expenditures, and production, hiring policies, 
average weekly hours, or wholesale price indexes. 

These studies, made by an official agency of our Government, were 
directed specifically toward investigating the effects of Federal mini- 
mum wages. I do not think that I need to reiterate that they substan- 
tiate our own impression of favorable experience with the Fair Labor 
Standards Act. 

Before I pass on to my concluding remarks, I should like to point 
out that, apart from the specific positive effects of the act in the men’s 
apparel industries just noted, these industries have benefited in a sub- 
stantial way from the general effects of the increased Federal mini- 
mum rates. As consumer goods industries, the men’s apparel indus- 
tries are directly and immediately responsive to changes in purchas- 
ing power. By setting wage floors which have expanded and main- 
tained purchasing power, the act has fortified consumer demand. 
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There can be little doubt that a realistic increase in the Federal mini- 
mum at this time, with its unquestionably wholesome effect on our 
national economy, will have a similarly beneficial effect on the con- 
sumer demand for apparel. This should be particularly true for the 
low-income families which are, perhaps, the most elastic buyers of 
apparel in the country. 

I think I have place d before this subcommittee today the essential 
facts which make it clear that an increase in the Federal minimum to 
$1.25 is needed if the men’s apparel workers are to approach a mini- 
mum standard of living; that such an increase can be accomplished 
now without undue increases in cost; that it will help to eliminate 
unfair competition based on sweatshop wages in these industries; and 
that our past experience with Federal minimum wage legislation in 
these important consumer-goods industries has been distinctly favor- 
able. The supplementary statement which I have filed will substanti- 
ute these facts in detail. 

We have lived under the Fair Labor Standards Act now for 17 
years, and even before that we lived under minimum wages under 
the Roosevelt’s declaration of minimum wages of $11 a ‘week. It 
has been and remains our established national policy and an important 
instrumentality for expanding and strengthening our economy. De- 
spite the fears and forebodings of those who opposed this important 
measure, we have seen that our Nation’s wealth has grown enormously 
and that our standard of living has approached new heights. We 
have seen, in fact, that some of those areas where the protests were 
loudest and the wages lowest have prospered most under the Fair 
Labor Standards Act. 

Yet we are still a Nation with “poverty in the midst of plenty.” 
In spite of an unprecedented national income many of our citizens 
do not have a decent wage. It cannot be denied ‘that the present 
Federal minimum of 75 cents an hour is unable to provide a decent 
American standard of living. Yet despite increases in living costs, 
productivity, and general wage levels, we are still operating with 
this obsolete and inadequate minimum wage. 

The wisdom of the architects of the original Fair Labor Standards 
Act has been confirmed abundantly in these 17 years of experience 
under the act. What we are asking now is that the act be beonghe 
up to date and that its worthy goals be more nearly realized. 

A substantial increase now w vould not only help the neediest fami- 
lies, who are a drain on our economy and public institutions, but 
would also protect those fairminded employers who are now paying 
decent wages from the unfair competition of the sweatshop producers. 
A higher ‘Federal minimum w age would immediately be translated 
into more purchasing power, since the low-income family’s dollar 
is, naturally, a busy dollar. This would stimulate production and 
employment and, in turn, aid the farmers and the merchants. A 
Federal minimum wage of $1.25 an hour would go a long way toward 
an American standard of living and toward strengthening our 
national economy. 

Mr. Chairman, I respectfully urge this subcommittee to recom- 
mend such an increase in the Federal minimum rate. 

Senator Doveias. Mr. Potofsky, would you prefer to have the 
members of the committee ask questions now, or to have these three 
production workers testify ¢ 
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Mr. Pororsky. Well, I will be delighted to answer questions now, 
if the committee so chooses. 

Senator Doveras. In your supplemental tables, the figures that 
vou submit on the direct percentage increase in wage costs, which 
would result from $1.25 an hour minimum, agree with ours; in dress 
shirts, 20 percent, and in the case of work ¢ lothing, : 32 percent. 

Mr. Pororsky. That is right. 

Senator Doveias. We have broken those down by regions and 
have found in the South that the increase in men’s and boys’ dress 
shirts would be 32 percent for the South, instead of 20 percent for 
the country as a whole, and in work clothing, 39 percent for the 
South as against 32 percent for the country as a whole. 

The question I want to ask is whether you think that would not 
be quite a shock for the industries in the South ¢ 

Mr. Pororsky. They have absorbed these things in the past and 
they have done relatively well, and I believe they can absorb it now, 
because they have been profiteering at the expense of labor, and I 
believe that it will be certainly worth while for the national economy 
even for those regions. They may take a little less in profit, and 
improve our general economy. 

Senator Doveras. Have you found a substantial movement of 
factories or firms in these two industries out of the North and the 
Midwest into the South? 

Mr. Pororsky. In our industry it hasn’t been as heavy as in textiles 
and other industries, but there has been quite some exodus. I say not 
as heavy, but there have been a number of people who have migrated 
and upset the economy. 

Senator Doveras. I notice that in the latter part of the table in the 
suplemental statement you point out that labor cost is only 25 percent 
of the value of products shipped in case of dress shirts and nightwea1 
and only 17 percent of the cost in the case of work clothing and, that, 
therefore, the percentage increase in total cost would be just a little 
over 5 percent in each case. 

Mr. PororsKy. That is correct, and if you translate, Mr. Senator, 
into cents, you will find out it is just a couple of pennies, on a shirt. 

Senator Dovctas. I suppose that if you take retail selling price, 
the percentage increase would be much less than that. 

Mr. Bookbinder testified a few days ago that the normal markup 
in retail stores was 40 percent. 

Mr. Pororsky. Forty to forty-two percent. 

Senator Doveras. This means 5.2 and 5.5 percent of 60 percent 
of the rail price. The increase in retail price would therefore, not 
be much more than 3 percent. 

Mr. Pororsxy. And even that, Senator Douglas, might be absorbed. 

Senator Doveras. Because of jobbers between the manufacturer 
and the retailer. 

Mr. Pororsky. Three cents per shirt could be absorbed in many 
cases, and I am not looking forward to any wide increases in prices 
as a result of the increased minimum wage. 

Senator Doveras. You don’t think there will be much decrease 
in the total number of shirts purchased and in the total amount of 
work clothing bought ? 

Mr. Pororsky. I think the purchasing power will increase. That 
has been our experience with past increases in the minimum wages. 
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Of course, there are other factors, as well. It depends un the 
general economy, the employment in the country as a whole. 

Senator Doucias. What you are saying is that the demand curve 
would shift to the right even though the cost curve was rising ! 

Mr. Pororsky. Right. 

Senator Doveias. And in your judgment these two movements 
would cancel each other, so that at the very least there would be no 
decrease in the total quantity demanded ? 

Mr. Pororsky. 1 would say even there would be a slight increase, 
1 think it is worthwhile for the point of view of the health and the 
well-being and the general economy of our country, even if there be 
a slight increase. I don’t look for anything revolutionary if you 
put in the $1.25 throughout our industries and the needle trades. 

Senator Doveras. Of course, we are trying to get the figures for 
$1.05 and $1.10. On a dollar basis the increase in the costs of cloth- 
ing would be 7 percent for the country as a whole, and 12 percent for 
the South; and in work clothes, 11 percent for the country and 14 
percent for the South. So that effect would be negligible. 

I am somewhat struck by the fact, Mr. Potofsky, that you didn’t 
mention Puerto Rico. 

Mr. Pororsky. I have a supplementary statement which I will pre- 
sent. 1 would prefer to wait until after the other witnesses, but if you 
like I will present it at this time. 

Senator Doveias. Senator Purtell. 

Senator Purreit. I am not a member of this subcommittee. I am 
a member of the full committee, but I thank the chairman for per- 
mitting me to sit up here today. 

I have had no opportunity to read your statement or supplementary 
statement until I got here today, so I cannot question doen them. 
1 did not know their contents nor do I yet. 

I would like to ask this, though, in the bills we are discussing there 
are other subjects covered besides minimum wages, and you Rasen’ 
expressed opinions on them. Now, what about the 35-hour week ¢ 
What is your attitude on that, and that of your union / 

Mr. Pororsky. I subscribe generally to what Mr. Meany testified 
to yesterday. I think with some of the automation going on at the 
present time it is only a question of time before we get to that point. 

As to the degree of time, well, it will depend also on the degree of 
the automation. As automation increases we will have an army of un- 
employed, and we will have to find a solution. The only solution is 
shortening of hours. At the present time there is nothing before the 
House insofar as there has been no recommendation on it, but it is a 
wise thing, and I underwrite what Mr. Meany has said in the long 
run. 

We have had no discussion on it at the present time. 

Senator Purreiy. There is the Murray bill which calls for a 35- 
hour week, and we are discussing all of the bills, and I wondered 
what your attitude would be on this question of the 35-hour week as 
it is called for in the Murray bill. Are you for the 35-hour week or 
do you feel it is something we should take gradually, or do you wish 
to express an opinion ¢ 

Mr. Pororsky. Well, I would be for the 35-hour week to be worked 
out over a period of time. 
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Senator PurreLL. What about extended coverage! That is another 
part of this legislation. 

Mr. Pororsky. I understand Walter Reuther will testify for the 
CIO. My testimony related largely to the needle industries I am 
connected with. He will cover the overall coverage problem. 

Senator Purrent. You have attitudes or opinions about them be- 
cause it is all labor legislation. 

Mr. Portorsxy. I have, and I will be glad to express them. 

Senator Purrety. I would like to have them. 

Mr. Pororsky. I am for increased coverage. I do think that there 
ought to be no confusion about it insofar as it could be divided in 
two parts, because there are certain parts of the newly covered people 
that may be well ot consider separately. 

However, I am leaving it to W alter Reuther to testify for the CIO 
as a Whole, and I am for extra cover age. 

Senator Purret.. Extended coverage, extended to all other fields? 

Mr. Pororsky. Yes. 

Mr. Goutpperc. If I may add a note to that, Senator Purtell, Mr. 
Reuther is scheduled to testify here Thursday morning. We thought, 
in order to avoid repetition and have all of our witnesses repeat “the 
philosophy he will give, that we would ask each of the union presi- 
dents who comes here to give the committee the detailed knowledge 
of his own industry. Mr. Reuther will testify about coverage and 
give the national view of the CIO, and also testify about a shorter 
workweek, and all of our officials of the CIO, like Mr. Potofsky, 
subscribe to the unanimous resolution that the CIO has adopted. 

Senator Purret.. So we could take for granted that whatever Mr. 
Reuther may testify to on these issues other than the minimum wage 
is in accordance with the wishes of the unions who testify prior 
to him? 

Mr. Gotpperc. That is right. The view of the CIO was subscribed 
to unanimously at our board meeting and the meeting of our vice 
presidents. 

In general, we have supported Senator Lehman’s proposal and 
Senator Murray’s proposal. There are some differences in the two 
proposals, but we will detail that in our testimony on Thursday. 

I say, Senator, we are appreciative that you, not being a member 
of the subcommittee, came here today to contribute to this session. 

Senator Purrenn. Well, this gives me an opportunity to anticipate 
what IT would have had to study anyway. 

Mr. Pororsky. May I say, Senator Purtell, that a couple of firms 
from your State have migrated. Connecticut is a very busy State, 
vut we have lost about a thousand people in Connecticut. 

Senator Purretit. We have lost in all about 114,000 people in New 
Kngland, and I would like to see action taken to stop what I call an 
unfair raid on our industries. I am devoting a great deal of time 
to it. I hope we can do more than devote time to it; I hope we can 
accomplish something. It is an unhealthy situ: ition economic ally, 
not only for Connecticut, but for the whole country, when you look 
at the overall picture. 

Mr. Pororsky. Our humble judgment is a higher minimum wage 
is What will stabilize industry and afford a higher living standard and 
aecomplish what we are all aiming for, fair competition and stability 
for industry and for labor. 
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Senator Purrett. There is no question about our desire for a 
higher minimum wage. We have differences of opinion as to how 
high it should go, but I am for a higher minimum wage, and I might 
say at this time much higher than 90 cents. 

Senator DoveLas. We welcome your suggestion. 

Senator Purret.. There is a great deal of love between us and 
sometimes we show it openly. 

Mr. Pororsky. This is not a political issue. 

Senator Purret.. I understand that. 

Senator Lenman. I have introduced a bill calling for a minimum 
wage of $1.25. Let us hope that my colleagues on this committee, and 
my “colle: agues in the Senate, will agree with me that a minimum wage 
of $1.25 an hour is fully justified. 

I am sorry, Mr. Potofsky, that I missed a part of your testimony. 
Il am glad to be here today; but I know how hard Mr. Potofsky has 
worked with social and labor figures. I was particularly interested, 
Mr. Potofsky, in your statement that the Government itself should 
establish a realistic wage floor to bring the wages of the substandard 
workers who are largely unable to help themselves up to a point 
where they more nearly approach the minimuin standards of health 
and efficiency than is possible with the present obsolete 75 cents an 
hour. 

At the same time, this would protect those employers who are paying 
decent wages from the unfair competition of the sweatship producer. 

While I am not engaged in manufacturing, my recollection of sweat- 
shop conditions in New York goes back more than 60 years. I saw 
how terrible those conditions were, what a great drag they were in the 
development of industry. While I think that to a certain extent such 
conditions in New York City have disappeared, and in many of the 
other large centers, I am afraid that they exist at least to some extent 
in certain other parts of the country where ‘substandard wages are 
being paid. 

Yesterd: ay, Mr. Potofsky, George Meany testified, and I don’t know 
whether you covered some of the same points that he did, but he 
brought out some facts which I think are tremendously important. 
As I recall it, Congres passed the 75-cent minimum wage rate in 1949, 
effective on January 1, 1950. Since then there has been no raise 
whatever in the minimum wages paid in substandard industries. In 
the meantime, according to the figures he gave, and I have no doubt 
that they are correct—they agree with those that I myself have ascer- 
tained—there has been an increase of more than 40 percent in the pro- 
ductivity of the workers. 

There as been an increase of approximately 40 percent in the gross 
national income. There has been an increase of between 40 and 45 
percent in that same period in the corporate profits. Yet within that 
same period that these great advances have been made in productivity, 
national income, corporate profits, there has been no increase what- 
soever given to the workers of substandard industries. 

I hope that we can explain that to the Congress, and the people, 
and I hope we can also explain to the people the danger of competition 
from sweatshop substandard producers, and the danger of the run- 
away shop with which I am sure you have been confronted as have 
other industries for many years. 
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While that has been possibly somewhat improved, it is still a big 
problem. So I think there is full justification for a $1.25 minimum 
wage, and I very much hope that this committee will so recommend. 

‘Mr. Pororsky. I appreciate your remarks, Senator. I hope that 
the American people will respond to the deliberation of the Congress 
and that you will present your views which are our views. We are 
socially minded, and knowing you as I do for the past 35 years, | 
know that you have a record of social justice and equity for both em 
ployers, merchants, and labor, and you will do your part, I am sure, 
in the Senate, to see that there is equity in this. 

{ certainly am appreciative of what you have just stated, and 1 
underwrite every word of it. 

Senator Lenman. I just want to ask one more question. I think 
it is not only a quéstion of social justice; 1 think it is a question of 
national interest. I wonder whether you will not hear me out when 
I say that generally speaking, over a period of 60 or 75 years—and my 
recollection goes back pretty nearly that far—the payment of fair 
wages on an increasing scale, the adoption of reasonable hours, and the 
adoption of decent working conditions, has actually redounded to the 
national interest and to the interests of the individual manufacturer. 

Mr. Pororsky. 1 happen to come from the same State and city 
where Senator Douglas comes from, and I have been working in one 
of those factories going back to 1908 up to 1913, and in those days we 
worked, and it was a very fine factory, but we worked 54 hours a week, 
and we worked on Saturdays, and the wages, of course, were insignifi 
cant, and we have gone a long way since, and the company that I 
used to work for, still thriving, and some years they don’t make so 
much, but they don’t make $3 “million, they make $2,900,000.2 year, 
and they don’t get a large return, but they get a fair return, and, as 
far as labor is concerned, the wages have come up substantially, as 
I have indicated, where the average is roughly around $1.83, so that 
we have gone a long way. 

The country wasn’t hurt, business wasn’t hurt, and living standards 
have gone up. 

The next step is to bring the minimum wage up to date so we can 
make another step forward and protect the general welfare and the 
economy of the country. This is not a northern or southern problem. 
This is a problem for the entire country. So I certainly underwrite, 
again, what you have stated, Senator, and I am very gratified to see 
you here in such good health. 

Senator Doveras. Senator McNamara. 

Senator McNamara. Mr. Chairman, I have just h: ie an opportunity 
to scan the very fine statement of Mr. Potofsky. I don’t have any 
questions. I just want to say I agree with him. I think he makes 
1 very fine case. 

Senator Purrett. May I make 2 observations. 

We are talking about the 75-cent minimum in 1950. It was passed 
in 1949, effective in 1950. Since that time, according to my figures, 
the increase in the cost of living has been a little less than 15 cents. 
So the 15-cent increase is justified. The 75 cents was not realistic. 
In the President’s recommendation he has taken care of the increase 
in the cost of living. But the 75-cent minimum was not a proper 
minimum at that time. 

Mr. Pororsky. The 75 cents was too low. 
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Senator Purtreti. That is right, so the 15-cent increase is justified 
to cover the increase in the cost of living from 1950 to 1954. 

But let me make 1 more observation. We talk about the loss of 
factories from New England, and it is true that one of the reasons 
is because of lower wages. But there are other reasons, too. As long 
as we reach into the pockets of the workers of New England and drag 
out therefrom money in the form of Federal taxes to channel down to 
our Southern States so they can increase or invite plants to come down 
there and have tax-free occupancy, where they don’t go on a grant list, 
where they don’t pay taxes so they can support schools, to that extent 
you are making it even more difficult for us to pick up this differential 

vetween southern rates and southern conditions and New England 
‘ates and conditions. 

So while one of the reasons for the loss of industries has been wages, 
and we certainly hope to correct it by the increase in the minimum 
wage, it isn’t the sole problem. 

Mr. Gotpperc. I don’t want to interject an extraneous note, but we 
have participated in other hearings here, and one of the ways that 
we could help that southern-northern thing is to get rid of some of 
the provisions of the Taft-Hartley Act which prevent union organiza- 
tions in the South; but that is just an extraneous note. 

Senator Purreti. I would say in these hearings you have had co- 
operation to a great extent. I am sure it wasn’t extraneous. I am 
sure you should get it in the record. 

I should be glad to discuss it when we have hearings on Taft-Hart- 
ley. Ihave learned much from you. I hope I have contributed a little 
to our common knowledge. 

Mr. Gotpserc. You have contributed very much. 

Mr. Pororsxy. Senator Purtell, I would just like to add that 
wherever the union has come in in southern areas, the rates are the 
same in the South as in the North. It is where the chiseler takes 
advantage of the underpaid worker and does not afford an opportu- 
nity to organize—and the law militates against us in organizing—it is 
there that the minimum wage is needed to have a decent kind of floor. 

I will say this to you: We have a position in the South. We have 
tens of thousands of members in the South, and our southern members 
are just as good as the northern members, and our rates are just as 
good in the South as in the North. I don’t want this to be a southern- 
northern issue. It isn’t, as far as we are concerned. 

Senator Purrety. I wanted to point out that wasn’t the sole ques- 
tion. 

One more observation and I shall stop. I find an interesting situa- 
tion in the South. Previously the inducements were on a labor rate: 
“We can offer you so much more than the northern manufacturer.” 
Now, I find southern plants saying: “We can give you labor at 15 to 19 
cents an hour lower than other Southern States or Northern States.” 

I thought that was an interesting thing to point out. 

Mr. Gotppera. Take the great steel industry. Steelworkers in Ala- 
bama have the same starting rate and rate for every job that workers 
do in Pittsburgh, and they don’t find it is at all disagreeable, nor does 
the community. 

Mr. Pororsxy. I should like at this time, Mr. Chairman, if I may, 
to present several rank-and-file members from shops who happen to 
come from the South, and they are typical of our members there. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 149 


One is from Georgia, the other two from Mississippi, and the third 
is from Charleston, S. C. 

The first one is Mrs. Noel Penny. She is a chairlady of one of our 
shirt factories in Cordell, Ga. Mrs. Penny, as I said, is typical of the 
workers in the cotton garment men’s apparel industries, particularly 
in the end that you were so much concerned with, shirts and work- 
shirts. 

Some of these girls are making way above the mmimum because 
there is a union contract, and we have been able to do that, but, as I 
suid before, progress can only be made if we protect the substandard 
underpaid workers. 

Mrs. Noel Penny. 

Mrs. Penny. Yes; I would like to tell you some of the problems that 
{ am confronted with way down in the Deep South. 

It seems to be the order of the day to say things about the South. 
[ have four sons. They are all of school age, and the shop that I work 
in makes sport coats and sport jackets, things like that. I earn on an 
average of $1.07 an hour. 

Senator Purretu. $1.70? 

Mrs. Penny. $1.07. And that takes home about $43 a week. Well, 
to feed four boys, and most of you, I imagine, have children, and you 
know how they eat—you take, say, an average of $30 to $35 a week for 
groceries. What does it leave you? Where are you going with $10? 

I am forunate, I live with my mother and daddy. I don’t have 
to worry about high rent. It is just that for an instance. But when 
I go downtown and buy my boys all a pair of shoes, there is 4 of them, 
and you don’t get them for $5 any more, a good pair of shoes. So 
when I take, say, $26 out of my pay to buy my boys’ shoes, I don’t 
have much left, but still we have to eat. That has to go on, and you 
will find those things every day with people that you come in 
contact with. 

There are over 600 people that work in the shop where I work. 
Most of those »people are the sole support of their family. The 
majority of them are women, and they all have families, and it is 
rather difficult to go in 6n Monday morning and to know on Friday 
you will take home $30, $35, or $40. You wonder all the week how 
in the world am'I going to manage? How am I going to pay this 
bill and that bill. It is just something that goes over and over all 
of the time. You have the necessities, absolute necessities, but I 
wouldn’t say that there are any other things that you can buy that 
you would list that wouldn’t be necessities. 

We were talking with my employer the other day about some rate 
increases in the shop, and he was very much concerned about it, but 
he said that he didn’t have any money to give us an increase, that the 
competition was strong there. That hurts us. 

When I say I take home $43, that is when I work 40 hours, and 
we are not always working 40 hours. Sometimes it is 30 hours, maybe 
a little less, maybe more. 

I think that on $1.25 with my four boys that I could make better, 
but it would be hard; I know that you all see that, and I am thankful 
that we do have such understanding people that are interested in our 
personal problems. 

We have a union in our shop. We have the benefits of insurance, 
and I just thank God that we do have that, because if I were con- 
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fronted with a hospital bill or doctor bills I just don’t know what I 
would do. 

Senator PurTe.t,. May I interrupt, Mr. Chairman, to ask a question 
to explore this for my own information? 

Senator Doveras. All right. 

Senator Purretyt. You say you belong to a union and your wages 
are $1.07 an hour. How does that compare with a northern wage in 
Hart, Schaffner & Marx, or rather that type of shop in the North? 

Mr. PorToFsky. These are what you call the work end, that is the 
cheaper end. The next witness will also be from the cheaper end. 
This is not clothing. This is the work-clothes and the so-called work- 
shirt companies. 

If you had listened to my testimony you would find that that is 
where the largest incerase will take place, and that is the people for 
whom we are ‘really fighting for a higher wage. In Hart, Schaffner 
& Marx the minimum wage would not affect them at all. 

Senator Purreti. I shouldn’t have mentioned a firm. 

Mr. Potorsky. Or the entire men’s clothing industry. It will only 
be larger purchasing power for them. 

As far as these workers are concerned, they will really stand to 
benefit, and this lady will be able to support her sons. 

Senator PurTrt.. My question is this: Is there a differential be- 
tween the southern union rate and the northern union rate on this 
type of work? 

Mr. Pororsky. No; it is the same. This is on the cheaper end of 
the work clothes. 

Senator Purre... Does that require training / 

Mr. Pororsxy. To some degree, yes. 

Senator Purrett. What degree of training ? 

Mr. Pororsky. About 12 or 13 weeks. 

Senator Purretn. Thank you. 

Mr. Gotpperc. Senator, this is the part of the industry that is most 
subject to unfair competition, on the part of plarts that are not 
organized. 

Her employer mentioned to her, for example, that he was in a posi- 
tion where he had to disagree about increasing the rates which they 
are asking for. Undoubtedly we have to say this in all fairness, they 
are subject to a great deal of competition on the part of companies 
that are oper rating at the statutory minimum. 

Senator Doveras. Of 75 cents? 

Mr. Goupperc. Yes. 

Now, her employer not only pays the rate of 31.07, but also carries 
the union health insurance and the other fringe benefits which the 
unorganized employers who are paying statutory minimum do not have 
to meet. 

Mr. Pororsky. They haven't got the fringe benefits, and they pay 
maybe the minimum wage of 5 cents above. So because of the union 
she is making $1.07 and getting the fringe benefits which the others 
do not get, and as the lady said, the important thing, the security in 
her mind about sickness, is something that the union has achieved over 
a period of time. 

Senator Purretn,. Thank you. 

Senator Doucias. Mrs. Penny, do you know of any factories near 
you where the wage is only 75 cents or 80 cents an hour ? 
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Mrs. Penny. Yes, there are. We are confronted with that quite 
often with our employer. He is always citing cases when we ask for 
increases on a particular job. He will call ‘by name several shops, 
and he will say they make the same garment, they undersell me so 
much on the dozen, and I just can’t do it. 

Senator DouGias. So you feel that if the minimum wage were 
raised that the union rate would go up, too / 

Mrs. Penny. Sure. 

Mr. Pororsxky. The next witness is Mrs. Urcel Walters. She is 
working for the Reliance Co. in Hattiesburg, Miss. She is the sole 
support of her 3 children, and has been working i in the industry for 
% years, and earns roughly around 98 cents an hour. Reliance is one 
of those large companies that i is in the work clothes field. 

Now, we try to get more money from them, but it is the same story, 
competition, and they can’t meet it because the other people are paying 
75 cents as against what they are paying, about $1 average. 

Mrs. Walters. 

Senator Doucias. Mrs. Walters. 

Mrs. Waurers. Mr. Chairman and gentlemen, I would like to say 
that I am up here on behalf of the workers in our plant. I know 
through personal experience that we cannot make a living and support 
our families on 75 cents. It has been tried and it just can’t be done. 
[ make on an average of 95 to 98 cents an hour. There are some that 
make a few cents more, and there are some that don’t make that much. 

I am not the youngest, and I am not the oldest. There are other 
women on the operations Iam on. I stitch the waist binds on work 
pants. There are women on the operation I am on which do not 
average 95 cents. They average 90 cents, and it is hard on me. It 
is harder on older people. They have the same responsibility, many 
of them do have. Some of them have even more. Where I have 
been fortunate not to have doctor bills they do, to my own knowledge. 

I can say that I have 3 children, and I am the only support of my 
3 children, and there are people that have more than that, and I have 
been working for 9 years. I was off for about 4 months in the period 
of 9 years, and that was before my last child was born, and I came back 
to work when he was about 2 months old. I came back because I didn’t 
make enough to carry me over for the period of time that I actually 
should have been off. 

IT am not the only one like that. We have girls coming back in 
every day for the same reasons. They can’t stay off for the | period of 
time they need off because they don’t have the money. They have to 
work. And I would like to say that I know that the living costs and 
the responsibilities that we do have we just can’t make. We need 
this increase. 

Senator Dovgias. Thank you very much. 

Mr. Pororsky. I would like to introduce next Mrs. Rosalie Watkins, 
from Charleston, S.C. She is working for one of the large shirt com- 
panies that is well advertised, the Manhattan Shirt Co. That is a 
better-grade shirt. It is what we call dress shirts, not work clothes, 
but dress shirts. Her earnings are about $1.30, approximately the 
sume as in the North. She is the chairlady of the shop. She been 
working there for 5 vears. She has a large family, and a sick 
husband. 
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Mrs. Watkins. 

Mrs. Warkins. Mr. Chairman, Senators, gentlemen and ladies: I 
am here to represent the workers of my shop and also the people in the 
South I feel as a whole. I work in dress shirts. My average is 
between $1.25 and $1.30 an hour. It is according to the type of work 
we have. The variation of material slows the production, and you 
can’t make as much. 

But many people, I would say 70 percent of the people in that shop 
today, are not making $1.25 an hour. There are a tot of our time 
workers that only make $1 an hour, and have large families to sup- 
port. They are not as fortunateaslam. I say fortunate, but I don’t 
feel fortunate, either, because making $1.25 to $1.30 with 8 people 
in the family—that is counting my husband because he is ill in health 
and not able to work at all times, and bring in extra income—and 
when you take the responsibility of 8 people on $1.25 or $1.30 an hour 
that is just barely living, it is far below the standard. But I do say 
I am lucky, considering the people that are in the $1 bracket, and even 
lower. 

Of course, we belong to the union, and the union has worked out a 
way where you start at 75 cents and gradually go up. The highest 
paid time worker in our shop on the average gets $1 and $1.05. Some 
of the mechanics are in the higher bracket, up around $1.75 and $1.80 
anhour. But there are only 6 people in the ‘how that get that amount 
of money, and I think that the $1.25 minimum wage would be helpful 
to everybody, not only in the union shops but in the nonunion shops. 
Those are the people that are really suffering today because they never 
get up in the bracket of even $1 an hour, because they work on a pro- 
duction basis, and when their employer finds that the people are mak- 
ing more than 75 cents an hour they switch them around to another 
operation and they are back at the 75-cent level they started with. 

So those are the people that really need the minimum of $1.25 an 
hour. 

It has been said a good many times that the people in the South 
can live cheaper than the people in the North. Well, I say this, people 
live in the South according to what they make. If you make a aiae. 
you spend a dollar. If you make 50 cents you spend 50 cents. 

Mr. Pororsxy. That is the same in the North. 

Mrs. Warxrns. But the more you have the better it is for your 
living conditions, because, after all, when you say living, you think 
of groceries and something to wear. There is nothing extra for doc- 
tor bills, hospital bills, insurance coverage, which Amalgamated now 
does furnish us with at the plant. But nowadays if a person doesn’t 
have some sort of insurance, and they themselves or their families 
take ill, and they have to go to the hospital, they are easily turned 
away because now hospitals do not admit you unless you have some 
sort of insurance or money to pay at least 1 week in advance on your 
hospitalization. 

So you see what a pressure it is putting on the people that are not 
able to have the money at hand, and have the money to pay for insur- 
ance so that when they take sick they and their families can get what 
they need and should have. 

We, the people that are able to work today, are very much in need 
of an increase in the minimum wage to $1.25. That is asking very 
little, I think, because even that is not enough to maintain the average 
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living of a large family. One or two people might live on $1.25 an 
our, but when there are more in the family than. just 1 or 2 it really 
takes a lot, and I think whenever you make the amount that the people 
are making today, the minimum wage of 75 cents an hour, that when 
you go to grocery stores you have to hunt the cheapest bargains. 
When you go to clothing stores, you hunt the bargain counters, and 
when we buy this cheap food to feed our families it is something 
to meet our hunger, but not for nutrition. We are not suffering as 
much as our children are at this time because they are the ones con- 
fronted with their life ahead of them, and their health and well being. 

I would say if the $1.25 wage were put into effect it would help the 
standard of living. We wouldn’t have so many standards with sick 
children in today “that the Government has to provide enough money 
to take care of. It would cut down on the Government expenditures 
for clinics and sick homes for poops with malnutrition and syphilis 
and so on, and people would be able to help themselves by working 
and making the money instead of just feeling we will live the best we 
can, and if we can’t go any further we will let the Government or 
this charity organization take care of us. 

So I would say to you gentlemen today that I think a minimum 
wage of $1.25 an hour is very essential. 

Senator Doveias. Thank you very much, Mrs. Watkins. 

Mr. Pororsky. Mr. Chairman, I would just like to make this point : 
These workers are symbolic of the typical workers in the plants in 
these so-called underpaid industries, and even though they are union- 
ized, I say that they are underpaid because we just can’t get increases 
for them because of the unfair competition, and if the minimum 
wage is increase then, then the competition will level off. 

I am sure you were impressed as I was impressed by these ladies, 
and their being the types that call for an increased minimum wage, 
a substantially 1 increased minimum wage, to give us purchasing power, 
and to give us stability in these particular industries that need it 
most. 

Now, we are finished with the presentation of our case with the 
exception that I would like to read a brief statement on our position 
with respect to Puerto Rigo, 

With regard to minimum wages set under the Fair Labor Standards 
Act for Puerto Rico, I want to urge that whatever increase is recom- 
mended in the Federal minimum wage for the mainland, that an 
increase of the same amount be recommended for the minimum rates 
existing in the various Puerto Rico industries. The provision in 

the Fair Labor Standards Act for special treatment of Puerto Rico 
with regard to the setting of minimum wages was made in view of 
the special problems of the island. At the same time this was done, 
however, Congress provided also that the minimum wages in Puerto 
Rico be raised as rapidly as economically feasible to the minimum 
wage levels in the mainland. 

We in the Amalgamated Clothing Workers of America are vitally 
concerned with the welfare of the needle workers of Puerto Rico, 
and we have been actively engaged in efforts to raise the wages and 
working conditions and living standards of the islands. As a matter 
of fact, we have several of our representatives in Puerto Rico there 
today. Despite the objective of the Fair Labor Standards Act, the 
wages in Puerto Rico continue to lag far behind those on the main- 
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land for the same work and in the same industries, despite the fact 
that they have made substantial progress. 

In the apparel industries the wage differentials have in fact wid- 
ened. They have widened consider ably. 

Mr. Dubinsky is going to present the case on this situation, | 
believe, tomorrow. 

Mr. Gorprerc. Mr. Dubinsky will be here tomorrow. 

Mr. Pororsxy. He will go into the detailed facts and figures, but 
I say very definitely that the differentials have widened consider: ably. 
In the needle trades earnings in the islands are as little as one-third 
to one-half of what they are in the continental United States. Yet 
living costs, as well as family needs, require minimum wages con- 
siderably higher than those now existing. There are now substantial 
differentials between the minimum rates for Puerto Rico and that of 
the mainland. Any widening of these differentials—now we submit 
there is room for a differential as far as Puerto Rico is concerned— 
but any further widening of these differentials would be unfair not 
only to the Puerto Rican workers but to the employers and workers 
within the continental United States. They are today even in a 
sense competing with certain Southern States. Such a widening of 
differentials would penalize the employers of the mainland who 
are paying fair wages, and would perpetuate unfair competition 
on the basis of substandard wages. It would lend further encourage- 
ment and material aid to manufacturers who have their factories in 
Puerto Rico to take advantage of the differentials, and who thereby 

cause unemployment and economic dislocation here. 

We cannot at this time tolerate any further widening of the exist- 
ing differentials in the Puerto Rican minimum rates, and the rates for 
the mainland. 

I am therefore urging that whatever amount of increase is recom- 
mended in the minimum here should be applied equally to the various 
Puerto Rican minimum rates now in effect. 

Senator Doveias. You are asking for a 50-cent increase in the basic 
rate for the United States. If this increase were to be granted that 
would mean a similar increase in Puerto Rico. Since some of the 
rates are as low as 171% cents an hour, the lowest hourly rate in Puerto 
Rico would be raised to 6714 cents an hour or virtually four times the 
existing minimum. 

Mr. Pororsky. Well, 17 cents that you allude to, Senator Douglas, 
is perhaps in one insignificant industry. 

Senator Doves. No; it is in a number of industries. 

Mr. Pororsxky. The wages that obtain in our industries have been 
raised to the minimum wage boards which they have in existence, but 
which, incidentally, do not work efficiently because it takes about 18 
months for any minimum wage board to pass on. The minimum wage 
for pants is 47 cents, not 17 cents. 

Senator Dovenas. But what about work clothes? 

Mr. Pororsky. Well, I would say that you just can’t continue to 
widen the differential because it wouldn't be fair to the employers on 
this side. The differential that exists as of 1939 was 36 cents, as of 
1944 it was 60 cents, and as of September 1954, it was 96 cents. That 
is the differential between the average earnings in apparel and related 
industries between the United States and Puerto Rico. Obv iously 
you just can’t continue widening the differential. In other words, if 
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you have a minimum wage you allow principal differentials to con- 
tinue, but there should be no increase. Whether it is on a cents basis 
or a percentage basis is something which in the wisdom of your com- 
mittee you can determine. 

Senator Doveias. Thank you. 

Mr. Gorppera. May I amplify the record for 30 seconds? 

First of all I don’t think the impresison ought to be created from 
the testimony of the young ladies that this is only a southern situation 
that they describe. It so happens that they came from southern plants, 
but we could have brought northern girls in from the same branch of 
the industry who would testify to the same conditions. This is be- 

cause of the competitive situation in that part of the industry, and 
I think that you ought to know that because it is not by any means a 
southern situation. 

As a result of the unfair competition which is created by having 
sweatshop concerns, the industry itself is in a situation where it is sub- 
standard. Now, it is very interesting that not all but some of the 
employers who are employ ers of these ; young ladies would themselves 
support an increase in the minimum wage in the interests of fair com- 
petition, and I think that the record ought to show that. 

Mr. Pororsxy. I am glad that Mr. Goldberg brought it out. As 
a matter of fact, the industry members are going to appear. They 
have asked for time, and they will appear before you. They are not 
agreeing with us to the extent of the increase in the minimum wages, 
but they are for a substantial increase in the minimum wage; in other 
words, they will most likely be willing to go along for a $1 minimum 
wage, whereas we are advocating $1.25, 

Senator Doveias. Thank you very much. 

Senator Purrett. May I ask a question before you leave? 

Mr. Goldberg, my experience indicates that we do have employers 
who want to see an increase in the minimum wage, but did you wish 
us to understand that the employers to whom you refer will ask for 
$1.25 minimum ? 

Mr. Gotpperc. No; as Mr. Potofsky said 

Mr. Pororsxy. I think-we ought to get that in the record. I have 
had letters from employers, southern employers, I might say, where 
they are strongly for the 90 cents—I had 1 large mill write me—but 
they want a 90-cent minimum, as suggested in some legislation. 

Mr. Gorpperc. There are some employers who will favor $1.25. 
There are some who will favor $1. 

Senator Purreit,. Do you know of some who have indicated to you 
they want $1.25? 

Mr. Gotppere. Yes. 

Senator Purreti. That is fine, because the only ones I have heard 
of are from $1 down to 90 cents. 

Mr. GotpperG. I am sure there are some employers who will oppose 
any minimum. 

Mr. Pororsky. You have had some communications from employers 
who are in favor of an increase. You will have’some employers who 
will testify for $1.25 and some who will testify only for $1. 

Senator Purreitt. You will have testimony from employers? 

Mr. Pororsky. Yes; they have applied for hearing dates. 
62569—55—pt. 1——_11 
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Mr. Gotpeere. I understand from talk to one of the ladies that her 
employer would favor $1.25. 

Mrs. Penny. I was talking with him last week, and he said he would 
go down as saying we needed $1.25, and it would be of benefit to him. 
He is always looking for what will benefit him, too. 

Senator Purretn. May I ask two more questions? Are most of 
these piecework rates that you are speaking of ? ; 

Mr. Pororsky. Yes; I would say 95 percent is piecework, Senator 
Purtell. 

Senator Purreti. May I ask one more question? Were any of the 
three plants at which the ladies are employed originally located North 
and moved South, or were they southern plants that have been there 
and grown there? 

Mr. Pororsky. The Manhattan Co. has had plants in the South 
before, and they have them now. They have had expansion in the 
North and expansion in the South. 

One of the plants, Berk-Ray Corp., had a plant in Troy, N. Y., and 
they have opened up in the past few years a plant in Georgia. 

Senator Purretyt. They moved their operations? 

Mr. Pororsky. No; this was a branch. They found they couldn’t 
make the cheaper products in Troy because of the competition, and 
that is why they opened up for the cheaper garments there, which is 
something that they have to sell at the cheaper price. 

Now, the third company, Reliance Manufacturing, has plants both 
in the North and the South, and they have had them all of the time, 
and I subscribe to what Mr. Goldberg said that these people are really 
representative not of the southern industry but they are typical of 
Pennsylvania. We could have brought you a number of people from 
different parts of the country, but we thought they would be more 
symbolic as representatives of this type of industry that would be of 
interest to you. 

Thank you, gentlemen, for your kind attention. 

Senator Doveias. Thank you very much. 

The next witness is Mr. Max Greenberg, who is president of the 
Retail, Wholesale, and Department Store Union, CIO. 

Mr. Greenberg. 


STATEMENT OF MAX GREENBERG, PRESIDENT, RETAIL, WHOLE- 
SALE, AND DEPARTMENT STORE UNION, CIO 


Mr. Greenserc. My name is Max Greenberg. I am the president 
of the Retail, Wholesale, and Department Store Union, C1O, on whose 
behalf I am appearing. 

We have submitted to you a statement on behalf of the Fair Labor 
Standards Act which I would now like to officially present for the 
record. 

I hope that you have had an opportunity to study our statement and 
to give it the proper consideration. - In this document we have at- 
tempted to present as clearly as possible the facts supporting our 
arguments for a minimum wage of $1.25 an hour, and for extended 
coverage. 

We are vitally interested in this legislation because a large per- 
centage of the unorganized workers in our industry do not receive 
even the present minimum wage as provided for under the Fair Labor 
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Standards Act. I am confident that Congress recognizes the need for 
a higher minimum wage, and that Congress will increase it. But if 
Congress increases the minimum w age without also extending cover- 
age, ‘the gap between covered and noncovered workers will be widened 
even further, and the inequity will be increased accordingly. 

The Retail, W holesale, and Department Store Union represents more 
than 150,000 organized workers in the United States and Canada, 
with more than 138,000 in 35 States in the United States. Our mem- 
bers work in large department stores, chain stores, small retail estab- 
lishments, dairies, cereal plants, warehouses, and like manufacturing 
plants. 

My union supports the bill introduced by Senator Lehman, S. 662, 
and I would like to urge most strongly that your committee recom- 
mend its adoption by the Senate. We support the Lehman bill, not 
only because it would raise the minimum wage to $1.25 an hour, but 
because it would bring many of our members and other workers in our 
jurisdiction under the protection of the Fair Labor Standards Act. 
The Lehman bill would correct the inequities enacted in 1949 when 
coverage under the law was narrowed. At that time millions of work- 
ers were eliminated from coverage, either because of limitations on the 
extent of the law’s coverage, or through specific exemptions granted 
to certain industries. 

I am aware that the main emphasis of many labor leaders and others 
interested in improving the Fair Labor Standards Act is being placed 
upon increasing the minimum wage to $1.: 25 an hour from the mean- 
ingless present level of 75 cents. My union also supports this demand, 
but with so many of our members, and so m: my workers in our indus- 
tries not covered or exempt from the provisions of the law, we are 
especially concerned with this problem of extended coverage. 

It seems to me that unless Congress broadens the base of covered 
workers and extends the protection of the law to at least some of the 
20 million worwkers not now covered, unless these things are done, the 
spirit of the Fair Labor Standards Act itself will be in some measure 
destroyed. 

May I respectfully rentind you that the purpose of the act, as stated 
in the law itself, is to correct and as rapidly as practicable to eliminate 
labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well- 
being of workers. 

This C ongress has an opportunity, in fact a duty, to correct the 
injustices and inequities contained in the 1949 amendments. I do 
not profess to be an expert on Government or legislation. In fact, this 
is the first time I have ever appeared before a congressional committee. 
But from my own limited study of legislation I am aware that there 
has been a consistent pattern in Congress of tying in increases in 

various benefits with the broadening of cover age. For example, this 
pattern has been followed in the case of old-age and survivors insur- 
ance under the social-security program, where the increase in cover age 
has kept pace with the increase in benefits. This pattern has even 
held true in the application of the income tax where the broadest 
possible base is used. Only in the case of Fair Labor Standards Act 
has there been a narrowing of coverage, and I sincerely trust that this 
Congress will make the necessary changes. 
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Let me cite just one example of the need for increased coverage, 
one with With I am personally familiar. More than a year ago 
our union organized in Newport News, Va., a company which packs 
frozen seafood. We won a National Labor Relations Board election 
by a vote of 56 to 4. There followed nearly a year of negotiations 
during which we made it absolutely clear to the employer that we were 
prepared to accept a very minimum increase. The workers in this 
plant under the present Fair Labor Standards Act are exempt from 
its provisions. They make 55 to 56 cents an hour. They work in cold 
and wet surroundings, and while their tasks are not particularly 
skilled, they are nevertheless very difficult. 

On March 16 these workers went out on strike. Today, 5 weeks 
later, they are still out on strike. Believe me, gentlemen, these 
strikers in Newport News, Va., would gladly go back to work, and 
our union would consider it a major victory if we could achieve a 
settlement with his company at 75 cents an hour to say nothing of 
90 cents an hour, or $1.25 an hour. 

IT am not appealing to you to improve the law just so that we may 
settle this strike, but can’t it honestly be said that wages of $20 to 
$24 a week are truly conditions detrimental to the maintenance of 
the minimum standard of living? 

Let me discuss another situation affecting our membership. Secre- 
tary of Labor Mitchell in his appearance before this committee last 
Thursday proposed extension of coverage on an entirely new basis. 
I understand that he favors coverage for workers employed by retail 
and service establishments which operate on a multistate basis, that 
is with units in two or more States. 

Senator Doucias. That is correct. 

Mr. GREENBERG. His estimate is that some 2 million retail workers 
not now covered would thus come under the protection of the law. 
However, they would be entitled only to the minimum wage, and not 
to the overtime provision of the law. I believe that Secretary Mitch- 
ell’s proposal is unworkable, and almost meaningless in terms of 
bringing large groups of employees under the protection of the law. 

I do not know his sources for his estimated 2 million additional 
covered employees. The best and latest information we have been 
able to get from Secretary Mitchell’s own Department do not sub- 
stantiate such a figure. 

Furthermore, this proposal opens the way to widespread evasion by 
even those relatively few companies which would theoretically be 
covered. Secretary Mitchell’s coverage would be extended to those 
large department-store chains whose units operate independently but 
which are joined by ownership. What is the basis of excepting these 
employees from the overtime provision? Is not a basis of applying 
the law on volume rather than numbers a better way of handling 
coverage ? 


These are just a few of the questions which I hope you gentlemen 
will consider. 

I have said already that our union is greatly concerned by the pro- 
posals to amend the Fair Labor Standards Act. Most of you will see 
the evidence of that statement this afternoon. It happens that my 
appearance before you this morning coincides with a rally of delegates 
representing our union who have come from all parts of the country to 
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speak to you gentlemen and your colleagues in the Congress on this 
very question. Some 650 of our delegates are assembling at this 
moment in this city and will be visiting you and your associates this 
afternoon. I know that they will get a courteous and attentive recep- 
tion, and I hope most sincerely that you will heed their appeal to 
increase the minimum wage to $1.25 an hour, and to extend coverage 
to some 614 million additional oan by recommending the pro- 
visions of the Lehman bill. 

Thank you, gentlemen. If it is your desire, I can read our state- 
ment which is supplemented by our facts. I don’t think that is 
necessary. 

Senator Doveias. You may submit it for the record, and it will 
be printed. 

Mr. GREENBERG. We have submitted a sufficient number of copies 
of this to the committee. 

Senator Doverias. Thank you very much, Mr. Greenberg. 

(The material referred to is as follows :) 


STATEMENT OF RETAIL, WHOLESALE, AND DEPARTMENT STORE UNION, CIO, IN 
Support OF AMENDING THE FaiR LABor STANDARDS AcT TO PROVIDE WIDER 
COVERAGE AND A FEDERAL MINIMUM WAGE OF $1.25 AN Hour 





My name is Max Greenberg. I am the president of the Retail, Wholesale, and 
Department Store Union, CIO, on whose behalf I am appearing. The Retail, 
Wholesale, and Department Store Union, CIO, is a labor organization represent- 
ing more than 150,000 organized workers in the United States and Canada, of 
whom over 138,000 are in 35 States of the United States, employed in and about 
retail, wholesale, department store, warehouse, food, bakery, confectionery, 
tobacco, and light manufacturing establishments. 

Throughout its existence the Retail, Wholesale, and Department Store Union, 
CIO, has striven to improve the wages, working conditions, and standard of 
living of its members and of working people in general. It now strongly sup- 
ports amendments of the Fair Labor Standards Act which would broaden its 
coverage and establish a Federal minimum wage of $1.25 an hour. These im- 
provements in the Fair Labor Standards Act are necessary at this time if its 
purposes, as stated in the law itself, “to correct and as rapidly as practicable 
to eliminate * * * labor conditions detrimental to the maintenance of the mini- 
mum standard of living necessary for health, efficiency, and general well-being 
of workers” are to be carried out. 

The present 75 cents an.,hour Federal minimum is grossly inadequate. It 
was clearly insufficient to maintain health, efficiency, and general well-being in 
1949, when it was adopted, and it is woefully insufficient today. Many factors 
have made the 75 cents an hour Federal minimum obsolete and the setting of the 
minimum under the Fair Labor Standards Act at $1.25 an hour necessary. Living 
costs alone have risen by 14 percent since January 1950, as measured by the 
Consumers’ Price Index of the United States Bureau of Labor Statistics. For 
the lowest income families the rise has been even greater, and, by the findings 
of BLS studies, is easily 18 percent in the last 5 years. Therefore, the “real” 
wage of the workers who were earning 75 cents an hour in 1950 has been reduced 
to only 65 cents an hour, or $26 a week today. The spread of the sales tax to 
many more States and localities since 1950 and the raising of the social-security 
deductions have further whittled down the buying power of the 75 cents an hour 
Federal minimum wage. 

Furthermore, the productivity of the American economy has increased sub- 
stantially since the beginning of 1950. Estimates based on the findings of the 
Joint Congressional Committee on the Economic Report show that labor pro- 
ductivity—a most important justification for higher wages—has risen at least 
20 percent in the last 5 years. Taking into account the cumulative effect of these 
two factors alone, rising labor productivity and higher living costs, an increase 
in the Federal minimum wage to $1.06 an hour would be justified. 

BLS studies of the annual cost of a city worker’s family budget for a family 
of 4 representing only a modest but adequate sandard of living show that 
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as of October 1951, even in New Orleans, the lowest-cost city, a worker would 
have had to earn at least $1.83 an hour, 40 hours a week, for 52 weeks a year. 
The average for the 34 cities studied came to $2 an hour, on the assumption of 
40 hours a week, 52 weeks of work a year. Even the “emergency” family budget 
developed by WPA, adjusted to present-day living costs, would require a mini- 
mum hourly rate of $1.22 today for a worker employed 2,000 hours a year. The 
New York State Labor Department has found that a working woman who lives 
with her family requires an hourly minimum of $1.22 to provide for the cost of 
a living standard which provides minimum adequate maintenance and protection 
of health (appendix 1). 

In contrast, the earnings required for the maintenance of these modest budgets 
are average hourly earnings of only $1.18 an hour for employees of department 
stores and general mail-order houses as of January 1955, the latest figure 
available, as reported by BLS; $1.31 an hour for employees of food and liquor 
stores; and $1.33 for apparel and accessories stores workers. Since these 
averages conceal the much lower earnings of many workers below the average, 
and since it is by no means certain that they have the 2,000 hours of employ- 
ment a year that the estimates of minimum family budget requirements assume, 
it is obvious that earnings of many thousands of retail workers today are far 
below those required for the maintenance of a standard of living of health and 
decency for their families (appendix 2, 3, 4). An increase of the Federal mini- 
mum to $1.25 an hour and the broadening of coverage to include most of those 
now excluded under the Fair Labor Standards Act is urgently required. 

Experience has shown that employers in the United States have been able 
tu adjust successfully to higher minimum wages, despite their predictions of 
disaster and their violent opposition to higher minimums every time the Fed- 
eral wage floor has been lifted. Not only have they survived, but they, their 
employees, and the country as a whole has been better off for the higher wage 
minimums. This was true when the NRA industry code in the early 1930's 
set wage minimums. It was true when the 25 cents an hour minimum became 
effective in 1938 after the passage of the Fair Labor Standards Act, and again 
in 1939 when the minimum was raised to 30 cents. Industry was able to 
absorb the increase without difficulty when the statutory Federal minimum 
went up to 40 cents an hour at the end of 1941. When the 75 cents an hour 
minimum went into effect on January 25, 1950, loud protestations were once 
more heard from employers who predicted doom. Nevertheless, the Secretary 
of Labor reported in his annual report for 1950 that the effects of the higher 
minimum on industry were negligible, and very temporary in nature. The 
same outcries will be uttered now as Congress considers a higher minimum 
and broadened coverage under the wage and hour law. Predictions of in- 
creased unemployment, economic stagnation, price increases, and bankruptcies 
will be made, but they will be as erroneous as similar predictions have been in 
the past when the Federal minimum has been increased. A Federal minimum 
of $1.25 an hour with broad coverage will contribute both to the well-being 
of millions of our lowest-paid workers and their families, as well as to the 
prosperity of the Nation. National purchasing power will be increased and 
consumer demand will be stimulated. The favorable effects of increased spend- 
ing for the goods and services so badly needed by low-income families will 
directly benefit the economy and add immeasurably to the national welfare. 
The manufacturer, the farmer, the merchant will all gain. Society will also 
gain by the reduction in the cost of poverty and its byproducts, poor health, 
dependency, and crime. Higher incomes will help workers and their families 
to enjoy better housing, better food, better clothing, and better education and 
recreation. Depressed and underdeveloped areas of the country, which are 
also low-wage areas, will benefit by the rise in the purchasing powers of 
workers, and there will be a greater incentive for local enterprise and industry 
to expand as greater incomes generated by a higher Federal minimum wage 
provides the market for goods and services. The regional problems of our 
national economy, particularly that of the Southern States, stem from inade- 
quate buying power. An adequate wage floor will contribute to their solution. 

Raising the Federal minimum to $1.25 an hour is, however, not enough in 
itself to make the Fair Labor Standards Act effective. Coverage must be as 
wide as possible and exemptions must be narrowed down to the minimum. 
We, therefore, strongly support the Lehman bill S. 662, which would correct 
the backward steps taken on coverage and exemptions in 1949 and extend the 
protection of the Fair Labor Standards Act to the workers requiring it. 
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It is a sad commentary that today, even the wholly inadequate 75 cents an 
hour minimum fails to apply to millions of workers whose need for the pro- 
tection of the Federal floor on wages is most urgent. The present law is more 
limited in coverage and contains more exemptions from the wage and hour pro- 
visions than did the original Fair Labor Standards Act of 1938. When the 
law was revised in 1950 and the minimum was raised to 75 cents an hour, un- 
justified restrictions in coverages and an extension of the exemptions were 
added. As a result, almost half of the wage and salary earners of the United 
States are not covered by the Fair Labor Standards Act. Of these, 6,400,000 
are specifically exempted from the minimum wage and overtime provisions 
although they are engaged in interstate commerce as defined by the Fair Labor 
Standards Act. Another 13,600,000 are automatically barred under the law 
as it stands because their work is considered to be intrastate. Consequently, 
millions of underpaid workers in the United States—in retailing, in whole- 
sale trade, in the service industries, in the processing of agricultural products, 
and various categories of workers in other occupations are not protected by 
the Federal minimum wage, though the bargaining power of these workers is 
very limited. Many do not yet belong to unions and must depend primarily 
upon a realistic Federal minimum wage for the opportunity to earn a decent 
living. 

The 1949 Fair Labor Standards Act contained a number of restrictive 
amendments on coverage which hit retail, food processing, agricultural, and 
related workers, particularly hard. The narrowing of coverage excluded mer- 
chants selling goods locally. A most extensive liberalization of the exemption 
from the minimum wage and overtime provisions of the Fair Labor Standards 
Act was granted to retail and service establishments (sec. 13 (a) (2) (4)). The 
result is that 1,360,000 workers in retail and service trades are now specifically 
exempt. The exemption for employees engaged in fishing and in processing 
fishery products was continued for all except cannery workers. Although these 
workers are now covered by the minimum wage provisions of the law, the over- 
time exemption is continued (sec. 13 (a) (5)). As a result, another 61,000 
workers are denied the protection of Federal wage and hour standards. A new 
exemption was made for employees or proprietors of certain retail or service 
establishments which operate as telegraph agencies (sec. 13 (a) (13)). 

Retail and wholesale trade has been affected most strongly by these restric- 
tions on coverage and increases in exemptions. Retail trade, with 1,100,000 
workers exempt, stands second only to the agricultural, forestry, and fisheries 
industries as to the number of workers excluded from the benefits of the Fair 
Labor Standards Act resulting from these backward amendments of 1949. 
Wholesale trade, with an estimated 584,000 workers no longer covered by the law, 
was another industry which suffered from the narrowing of the coverage of the 
Fair Labor Standards Act by the 1949 amendments. When the retail workers 
who were exempted from the Federal wage and hour law by the exemptions 
provided in sections 13 (a) {2) and (4) are added to the almost a million and 
three-quarters barred by the narrowing of coverage, the ravages of the 1949 
amendments to the Fair Labor Standards Act so far as retail and wholesale 
workers are concerned can readily be appreciated. 

Retail workers have been the victims of unwarranted discrimination as a result 
of the narrowing down of the coverage of the Fair Labor Standards Act and the 
increase in the number of exemptions. There is no question but that Congress 
has the power to extend coverage to most retail workers since their activities 
are either directly related to or closely interwoven with interstate commerce. 
Retail employees constitute an important sector of the Nation’s labor force. 
Nevertheless, under the Fair Labor Standards Act at present only about 304,000 
of the more than 7 million retail workers are afforded the protection of the 
Federal wage and hour law (appendix 5). 

State legislation has not afforded the retail worker any significant protection 
(appendix 6). The argument that the intrastate nature of retail business makes 
State action both necessary and sufficient does not stand up under analysis. 
Even today, hardly half of the States have minimum wage laws, and in the last 
13 years not one additional State has enacted a new law. Furthermore, in only 
20 States do the minimum wage laws apply to retail workers. Most State mini- 
mum wage laws give protection only to minors and certain women workers. 
And the State wage minimums are far below the Federal standards. To make 
the picture even more dismal for the retail worker, where the State minimum 
wage laws are needed most—in the South—only Kentucky and Louisiana have 
minimum wage laws. In both of these States, however, not only are wage mini- 
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mums far lower than that of the Federal wage and hour law, but male workers 
are excluded altogether. Employer groups in the retail industry who argue that 
the States should handle this problem, are not only in the forefront of the cam- 
paign to prevent a much needed broadening of the coverage of the Fair Labor 
Standards Act, but are also actively opposing effective action by the States, too. 

The result of the exclusion of the bulk of retail workers from the coverage of 
the Fair Labor Standards Act is that their wages have lagged behind those of 
industrial workers who are protected by a Federal floor on wages. Once one 
of the highest paid group of workers in the American economy, they have suf- 
fered a marked deterioration of their relative position. No small reason for this 
unfavorable development has been the absence of adequate Federal minimum- 
wage legislation for retail workers. In 1932, according to the Bureau of Labor 
Statistics, the average retail worker earned $20.71 a week as compared with only 
$17.05 for the average factory worker. By 1954, the average retail worker was 
earning $56.87 a week, but the average factory worker was earning $71.64 a 
week. Thus, while in 1932 weekly retail wages were 22 percent higher than 
industrial wages, at the end of 1954 weekly factory wages were 26 percent higher 
than weekly retail wages. As of January 1955, the latest month for which fig- 
ures are available, according to the Bureau of Labor Statistics, average weekly 
and average hourly earnings in retail trade were the lowest for all major non- 
agricultural industry groups. In contrast to the average weekly earnings of 
$57.87 in retail trade was the $93.28 a week earnings in building construction, for 
instance; the $92.26 earned weekly in bituminous coal mining, and the $73.98 
weekly earned in manufacturing industries. The same unfavorable comparison 
holds true for average hourly earnings, where the $1.48 hourly average for retail 
trade can be contrasted with the $2.65 an hour earned in building construction, 
the $2.48 an hour earned in bituminous coal mining and the $1.84 an hour 
earned in manufacturing industries. 

Again, as unfavorable as the average weekly and hourly earnings for retail 
workers are as compared with those in other industries, it must be borne in mind 
that the retail worker earnings averages conceal a very substantial number of 
workers in retail establishments whose earnings are far below the average. 
Hourly earnings of women retail workers are lower than those of male retail 
workers; hourly earnings of part-time retail workers are lower than those of 
full-time workers; earnings in limited-price variety stores tend to be lower than 
those in department stores, while they, in turn, are lower than in apparel and 
accessory stores. Thus, as of January 1955, according to figures of the Bureau 
of Labor Statistics, as against an average of $1.48 an hour earned in all retail 
trade, the average hourly earnings for general merchandise stores were only 
$1.18, those in department stores and general mail order houses were $1.31 and 
hourly earnings in apparel and accessory stores were $1.33. Each one of these 
averages, of course, also conceals a substantial amount of substandard hourly 
wage rates—the lower wage rates paid generally to women retail workers, the 
young retail workers, the part-time workers. It must also be borne in mind that 
retail wages vary considerably by geographical regions, and that retail wages in 
the South generally are lower than in other sections of the country. 

Congress cannot afford to ignore the important matter of increasing the 
coverage of the Fair Labor Standards Act to take into its scope the vast bulk 
of retail workers. We cannot allow this major segment of our economy, a 
segment vital to the flow of goods in commerce, to be burdened by wage chiselers 
and riddled by unfair competition. We must not overlook so large a group of 
workers when correcting substandard wages and working conditions. The 
impetus provided by increased purchasing power among this large group of 
workers can be a major factor in keeping our economy at a high level of 
production, employment, and income. Action must be taken by Congress to 
protect retail workers earning substandard wages and who so far have been 
unable to protect themselves. 

The Retail, Wholesale and Department Store Union, CIO, endorses the amend- 
ments to the Fair Labor Standards Act included in Senator Lehman’s bill (8. 662). 
This bill will both extend coverage and eliminate unjustified exemptions. Some 
4 million workers will be affected by extension of coverage and another 2% 
million workers will be protected by the Fair Labor Standards Act as a result 
of the elimination of specific exemptions. The Lehman bill extends the coverage 
of the act by three provisions. The first provides for coverage to extend not only 
to employees of employers “engaged in commerce or in the production of goods 
for commerce,” but also to those “engaged in any activity affecting commerce.” 
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The second provides for the inclusion of all those “employed in or about or in 
connection with any (such) enterprise.” The third modifies the definition of 
production in section (3) (j) by including employees who are “in any process 
or occupation necessary to the production” of the goods in place of being “in 
any closely related process or occupation directly essential to the production 
thereof.” With the enactment of the definition of “activity affecting commerce,” 
all employees within the reach of the commerce power of Congress would be 
covered except for those specifically exempt because of the local nature of their 
activities or special circumstances. The primary achievement of such an amend- 
ment would be to make the coverage of the Fair Labor Standards Act coextensive 
with that of the National Labor Relations Act. As a result, employees of large 
retail or service enterprises such as chain stores and large department stores 
would be covered by the act. 

The second provision of the Lehmann bill would extend coverage to all workers 
employed “in or connected with an enterprise where the employer is engaged 
in any activity affecting commerce.” The result would be that all employees 
in an enterprise affecting commerce would be treated alike without discrimina- 
tion rather than the current situation under which one worker in an enterprise is 
covered because they are engaged in commerce or producing goods for commerce 
and another is not so covered. 

The substitution of the phrase “necessary to the production thereof” in place 
of “in any closely related process or occupation directly essential to the produc- 
tion thereof,’ is necessary to effect a broadening of the definition. The courts 
had developed clear definitions of its meaning and this language in the original 
Jaw should be restored. Moreover, neither the courts nor the Administrator 
had exhibited any marked departure from the traditional application of the 
section but the return to the original language would provide a whole series 
of interpretation which would clearly denote its meaning. 

The proposed amendments to the Fair Labor Standards Act contained in 
S. 662 eliminates many of the exemptions from the act as provided in section 
183 (a) and modifies the remaining exemptions under section 13 (a). For the 
Retail, Wholesale and Department Store Union, the most significant of these 
modified exemptions is that for retailing and service establishment. The exemp- 
tion to these enterprises is to be limited to employers having 4 or less establish- 
ments with a total annual volume of sales or services of not more than $500,000. 
Thus, the proposed amendments would bring under the coverage of the Federal 
wage and hour law several million retail and service workers employed by the 
large department stores in the Nation. It would at long last correct a serious 
inequity. Congress had intended to exclude from the Fair Labor Standards Act 
the small corner grocery, drug stores, tavern, hardware store, barber shop and 
similar establishments. Unfortunately, the retail exemption contained in the 
act made it possible for the giant corporations and chain stores in the retail 
field to escape their economic responsibilities in the area of wage and hour 
provisions for their employees. The effect of the proposed Lehman amendments 
would still be to exempt the small local retail establishment. But the retail 
organization doing an annual volume of more than $500,000 and operating more 
than 4 stores would be required to adhere to national wage and hour standards. 

The proposal will broaden coverage in such a way as to secure the greatest 
results with the least hardship on small business. On the other hand, the large 
retail establishments, whose coverage is proposed in S8. 662, can and should 
comply with Federal wage and hour standards. Many of these establishments 
employ wholesaling and manufacturing workers who are now covered by the 
Fair Labor Standards Act. The present amendments would simply extend 
coverage to the retail workers, whose wages are lower because of exclusion 
from coverage. 

The protestations of the large retailing organizations that to end their ex- 
emption from the coverage of the Fair Labor Standards Act would be ruinous, 
is the same cry which has been heard whenever Congress has made improvements 
in Federal wage and hour standards. The predictions have proven false in 
the past, and there is no reason to believe that they will come to pass now should 
the large retail establishments be brought within the coverage of the act. Those 
retail establishments which cannot adhere to Federal wage and hour standards 
as a condition of staying in business must look to other factors than wages for 
their basic problems. The bulk of American retailing has steadily improved its 
merchandising, its buying policies, and its operational techniques so that it 
might pay higher wages and maintain better working conditions. A growing 
proportion has entered into collective bargaining agreements which guarantee 
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conditions far beyond those which coverage under the Fair Labor Standards 
Act will secure for their workers. There is no reason why any retail establish- 
ment should continue to seek “efficiency” through the payment of substandard 
wages. What American industry has learned to do to raise the living standards 
of its employees, the retail industry must also learn to do. 

Certainly, the retail industry of this country can not claim inability to pay. 
In terms of income and profits, the retail industry ranks among the leaders 
of American industries. (Appendix 7, 8, 9,10). 

The intrastate nature of retailing is rapidly fading from the national scene. 
The American consumer, to an ever-increasing extent, buys in a national market. 
Mail order houses, chain stores, and department store organizations operate on 
a national basis. 

Retailers, wherever they may be located, who had voluntarily agreed through 
collective bargaining to the maintenance of decent wages and working conditions, 
should not be subjected to the unfair competition of others who take advantage 
of the absence of legal restraints to impose substandard wages and hours on their 
employees. Retail workers, no less than other segments of the American labor 
force already protected by the Fair Labor Standards Act, should not subsidize 
their employers by working for wages below the level of health and decency. 
Broadened coverage of the Federal wage and hour law will be a great step 
forward to the attainment of this goal. 


WHOLESALE AND WAREHOUSE WORKERS 


Wholesale and warehouse workers make an important contribution to the 
economic life of the Nation. No less than workers in factories, they should 
receive the full benefits of the Fair Labor Standards Act. There are over 
2,500,000 workers engaged in wholesale trade in the United States, yet more 
than half a million of these, or about 20 percent, are not covered by the Federal 
wage and hour law. We endorse the provisions of 8S. 662 which would extend 
the coverage of the act to take under its protection many of the wholesale and 
warehouse workers now exempt from the law’s minimum wage and overtime 
provisions. 

For food and tobacco processing workers, the failure of Congress to give them 
greater protection under the Federal wage and hour law has been tragic. The 
workers in these industries have been one of the bitterly exploited groups in 
the United States. Their wages have been lower, on the average, than those 
of other manufacturing workers. The work in these plants is, by and large, 
similar to or identical with the work in food plants outside the area of pro- 
duction. For the most part, they are highly mechanized operations indis- 
tinguishable in any respect from any other manufacturing and processing 
operations. Furthermore, the unorganized food and tobacco workers receive 
lower wages than those in union plants. Failure of the law to protect them 
has deprived many of these workers even of overtime pay for work over 40 
hours a week. 

The 1949 amendments to the Fair Labor Standards Act did not improve their 
lot substantially. In the case of employees engaged in fishing or in processing 
fishery products, for instance, the exemptions from the minimum wage and 
overtime provisions of the act were continued for all except food or seafood 
eannery workers. While these are now covered by the minimum wage provisions, 
the overtime exemption was continued (sec. 13 (a) (5)). By doing so, Congress 
deprived over 60,000 workers of overtime pay without justification. 

We are not concerned with the dry technicalities of exemptions and exclu- 
sions from the Fair Labor Standards Act. These exemptions mean the loss of 
badly needed wages to our members in the food and tobacco processing industries. 

Claims are made by employers that the seasonal nature of the food processing 
and the perishable nature of the commodities require overtime work during 
certain peak periods. They assert that the payment of overtime wages will 
place a financial burden on them which they cannot bear. These arguments are 
without foundaton and are merely the excuse for obtaining special privileges 
to these processing industries. The fact is that these peak periods are especially 
profitable for the companies. During these periods, overhead and other fixed 
charges remain constant while production and profits are greatly increased. 
The employers, by virtue of the law’s protection, are thus forcing their workers 
to bear the burden of conditions peculiar to certain industries. We maintain 
that workers who put in overtime should receive overtime at time and one-half 
pay wherever they work. 
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While S. 662 is a forward step and one which we support, we do not concede 
that it is a final or complete answer to the problem. Obviously, a bill which 
brings only another 6,500,000 of these workers out of a potential of more than 
20 million workers, under the protection of the Fair Labor Standards Act, can 
not be regarded as definitive. 

We also maintain that the benefits of the minimum wage provisions of the 
Fair Labor Standards Act should be enjoyed by food and tobacco workers just 
as they are by most other factory workers. One of the most completely unwar- 
ranted exclusions from the act is the “area of production” exemption by which 
almost 70,000 workers engaged within the area of production in canning, packing, 
storing, handling, gumming, pasteurizing, compressing, drying and preparing 
in their raw natural state, agricultural or dairy commodities for the market are 
barred from the Federal wage and hour minimum standards. 

The Lehman bill (S. 662) should help to bring economic justice to the exploited 
food and tobacco workers by removing the “area of production” exemption (sec. 
13 (a) (10)) and give workers in the processing and handling of agricultural 
products now barred from the Federal minimum wage and hour provisions, the 
same benefits as other factory workers. Likewise, the Lehman bill removes the 
exemption of packing, marketing, storing, freezing or distributing fish and related 
products under section 13 (a) of the Fair Labor Standards Act and removes the 
overtime exemption for employees canning fish under section 13 (b). 

In conclusion, I would like to stress as strongly as possible the need for 
coupling extended coverage with the increase in the minimum wage. The longer 
that our Government continues to ignore the needs of millions of workers in 
retail trade, food processing and other industries, the greater will the disparity 
grow between wages in these industries and those in covered industries. 


APPENDIX 1 


Cost of living—City worker's family budget 


United States average New York City 


3 a Cost of living Cost of living 
Size of family Annual cost | in terms of | Annual cost | in terms of 
of budget average of budget average 
March 1953 ! | hourly March 1953 ! hourly 
earnings earnings 2 


2-person . 848 $1. 42 $2, 758 $1. 38 
3-person : : | 3, 590 1. 80 3, 474 1.74 

- , 224 2. 11 4, 079 2. 04 
5-person , 780 2.39 4, 618 2. 31 


1 Computed by the Bureau of National Affairs from U. S. Bureau of Labor Statistics figures. 
2 Obtained by dividing annual budget costs by 2,000 hours. 


New York State Department of Labor’s budget for a woman worker living as a 
family member at a standard of minimum adequate maintenance and protec- 
tion of health 


Annual cost of budget, September 1954 
Cost of living in terms of average hourly earnings ° 


1 Obtained by dividing annual budget costs by 2,000 hours. 
Source: New York State Department of Labor, Division of Research and Statistics. 
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APPENDIX 2 


Wages and hours—Retail trade, January 1955 


Average | Average | Average 
weekly weekly hourly 
earnings hours earnings 


All retail trade___- ; 2 $57. 87 39.1 $1. 48 
General merchandise stores 42. 01 35. 6 | 1.18 
Department stores and general mail-order houses--_...----.-.- 47.42 | 36. 2 1. 31 
Food and liquor stores_- Sdraatncn aie Packman wmaa aad 61.18 38. 0 1. 61 
Automotive and accessory dealers..............-.--.-.-------- 76. 81 44.4 | 1.73 
Apparel and accessories stores Ssktceetentetens ob 47. 08 35. 4 1. 33 
Furniture and applicance stores................------------- . 64. 68 42.0 1, 54 

66. 57 42.4 1. 57 

| 


Source: U. S. Bureau of Labor Statistics, Employment and Earnings, March 1955. 
APPENDIX 3 


Average weekly and hourly earnings—Retail trade and other industries, 
January 1955 


Average | Average 


Industry weekly hourly 
earnings earnings 





All retail trade ain : $57. 87 | $1. 48 
Metal mining---_--- ; : ' 90. 73 2.11 
Anthracite mining f 76. 56 2.40 
Bituminous mining ; ; ; : ey ae aoe 92. 25 2. 48 
Nonmetallic mining -- 74. 45 1.76 
Nonbuilding construction ‘ on 86.16 | 2. 31 
Building construction aoe Ee ; 93. 28 2. 65 
a eeemnniaio eines ein eaiaeesaliieg 73. 97 1, 84 


Source: U. S. Bureau of Labor Statistics. 


APPENDIX 4 


Hourly and weekly earnings—Retail trade and all manufacturing 





Hourly earnings Weekly earnings 


Retail | All manu- 
trade | facturing 


Retail | All manu- 
trade facturing 


| 
| 


02 $31. 55 | $44. 39 
.09 36. 35 43, 82 
.24 | 40. 66 49. 97 
.35 43.85 54.14 
40 | 45. 93 54, 92 
.47 | 47. 63 59. 33 


. 79 | 
. 89 | 
.O1 | 
.09 | 
.14 | 
.18 | 
. 26 | 
3 


PR 


ee 


. 59 50. 65 64. 71 
. 67 52. 67 67. 97 
77 54. 79 71. 55 
. 80 56. 87 71. 64 


-40 
45 


De tt et et et et et 


Source: U. 8S. Department of Commerce Statistical Abstract of the United States, 1954, table 246. 
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APPENDIX 5 





Estimated coverage under minimum wage laics of workers in selected industries, 
United States, September 1953 





FEDERAL FAIR LABOR STANDARDS ACT AS AMENDED 
















{In thousands] 





Food and Retail Personal 
tobacco trade service 








Total employment-.------- scgehtual oeaganasadee ‘ 1, 840 6, 345 865 






Professional, executive, administrative-__--_----- —_ 63 630 5 
Remainder - - - ine ae ; i ; 1,777 5, 715 80 


Intrastate activities. .---.-.-- 





Covered employment-.-.-.-....-.-.-- eee ee eee 
OS Ee ee ee 


—————-L|LLLL 
7 , oe eS nati ss 
| 


I dAcicudeihinad ate cuckhnniiininnRahneniraeds naieees 


ere ETT ee 


"etal CONNER Fino encnccdcdninacumt blake eine gee chadnhgeone 






















1 Excludes restaurants. 
2 Duplicates some of the Federal coverage. 


Note.—Federal coverage estimated on the basis of data supplied by Wage and Hour and Public Contracts 
Divisions, United States Department of Labor. 
Source: New York State Department of Labor, Division of Research and Statistics 


APPENDIX 6 


STATE MINIMUM WAGE RATES COVERING EMPLOYEES IN THE FoopD PROCESSING, AND 
RETAIL TRADE INDUSTRIES 


FOOD PROCESSING 





Thirteen States and the District of Columbia currently have minimum wage 
rates covering some or all branches of the food-processing industry. In addi- 
tion, the 75-cent statutory minimum wage laws passed by the 1955 legislatures 
in Idaho, New Mexico, and Wyoming will cover the food-processing industry. 
The highest basic minimums in effect for any food-processing worker in the 
States with minimums for some or all branches of this industry are: 

Under 50 cents in 5 States (Arkansas, Illinois, Minnesota, South Dakota, and 
Wisconsin ) 

Fifty and under 75 cents in 3 States (Kentucky, North Dakota, and Washing- 
ton) 

Seventy-five cents in the District of Columbia and 5 States (California, Massa- 
chusetts, Nevada, New York, and Oregon)’ 


1In Oregon, the rate for most branches of food processing is less than 75 cents. 


AMEND FAIR LABOR STANDARDS ACT OF 1938 


A. FOOD PROCESSING 


Effective date 


Mar. 20, 1915 and 
1943. 

Bue. 3, ORR cncuns 

eet 


All food processing 


All oes processing. 
; — eee 

j June L, 1939 Confectionery. 
Feb. 11, 1935 


Kentucky -_ -..--- Feb. 8, 1947_..--.--| 
. 20, | Food processing 
Minnesota July 11, 1938 | All food processing 
Nevada 

New Mexico 
New York_..._. 
North Dakota 


Oregon 


Mar. 3, 1952.... 
Sept. 1, 1949 

| May 6, 1952 
July 22, 1941 

May 1, 1942._.____- 
Cts 
| Feb. 10, 1953 


Oct. 19, 1948 
| July 1, 1943........ 


Mar. 12, 1951 
Apr. 16, 1951 
July 17, 1950 
Feb. 10, 1947 


May 20, 1955 


eee 
All food processing 





or eggs. 
Other food processing 


South Dakota All food processing 


Washington 
marine products. 





Other food processing 
All food processing 


B. RETAIL TRADE 
| 


Effective date 


Aug. 10, 1954- ---- 
Mar. 20, 1915 and 1943. 


Arizona 
Arkansas 
California 
Colorado 
Connecticut 
District of Columbia: 
All occupations except elevator oper- 
ators and cleaners. 
i ee 
Elevator operators 
Idaho___- 
Kentucky - - 
Massachusetts: 
All workers except clerical 
Clerical occupations 
Minnesota 3 


Oct. he 1951 
May 25, 1953-.---.-- ut 


do 
May 4, 1955 
May 27, 1947 


New Hampshire 
New Jersey 


North Dakota 





g May 6, 1952 

Rhode Island 

South Dakota.............- cease aiesciiincee July 1, 1943 

Utah A BOR. BN i ccnesan cc 
Washington June 6, 1949 
Wisconsin Feb. 19, 1947 
Wyoming May 20, 1955 





Coverage 


Canning, freezing and preserving---- 
Handling farm products after har- | 


vest. 
All other food processing 


| Macaroni, spaghetti, and noodle in- 
Suny 
All food processing - - - - - 


Canning, dehydrating and barreling-| 
Cherry stemming and pitting 

Fruit and vegetable packing house - - 
Nut processing and cracking 
Preparation of poultry, rabbits, fish 


Food processing of agricultural or 
Fresh fruit and vegetable packing -- 


Basic minimum 
hourly rate 


155% cents. 


75 cents. 
Do. 


Do. 
Do. 
Do. 
31% or 35 cents accord- 
ing to locality. 
35 cents. 


| 40 to 50 cents according 
to locality. 
| 75 cents. 
22! {2 to 31% cents ac- 
cording to locality. 
75 cents.! 
Do. 
| Do. 
55 cents. 
66 cents. 
| 35 cents. 
40 cents. 
Do. 
75 cents. 





65 cents. 

2236 or 2736 cents 
according to locality. 

65 cents. 


Do. 
Do. 
38 to 45 cents according 
to locality. 


Basic minimum hourly rate 


55 cents. 

155 cents. 

75 cents. 

45 or 55 cents according to locality. 
75 cents. 


Do. 


54% cents. 

6244 cents. 

75 cents. 

40 to 50 cents according to locality. 


68311 cents. 

80 cents. 

60 to 75 cents according to locality. 
75 cents.! 


| 60 cents. 


55 or 60 cents according to locality. 

75 cents. 

65 to 75 cents according to locality. 

434s or 48248 cents according to 
locality. 

70 cents. 

5844 cents. 

2236 or 27% cents according to locality. 

56 to 70 cents according to locality. 

65 cents. 

38 to 45 cents according to locality. 

75 cents. 


1 The 1955 legislature raised the minimum to 874 cents an hour for females 18 and over; no information 


concerning effective date. 
Labor, Apr. 8, 1955.) 


(United States Women’s Bureau letter to New York State Department of 


2 Statutory rate law passed by 1955 legislature; no information concerning effective date. 


3 Enforcement enjoined pending court review. 


Source: New York State Department of Labor, Division of Research and Statistics, Apr. 12, 1955. 
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APPENDIX 7 


Wholesale and retail trade—Corporate income before taves 














3 [| Millions of dollars] 
agi —___— ae 
| Wholesale | y- ; Wholesale | y, 
me stai) | Wholesale Retail | — 3 ai) | Wholesale Retail 
Year cd | trade | trade | Year SS trade trade 
4 NB coven cal $30 | 355 475 || 1947.....- 6, 082 2, 604 3, 388 
3 RS 1, 124 | 495 | 629 | 1948. 5, 768 | 2. 383 3,385 
BOAR ine 2, 162 | 1, 108 | 1, 144 || 1949.._..-- 3, 833 1, 480 2, 353 
TO Res 2, 607 | 1, 102 1, 505 || 1950___. 6, 276 | 2, 860 3, 416 
er 3, 128 | 1, 257 | 1, 871 || 1951._..-- 5, 446 2, 735 2,711 
{ et ae 3,279 | 1,290) 1,989 |) 1952. 519] (| ¢ 
i ONE os 3, 420 1, 304 | eee seee.......- . 5, 156 | (*) ( 
} “ae | 5, 550 | 2,438 | 3,112 | 
j : I oe es a Te ee = 
: : : 
1 Not available. 
4 Source: U. S. Department of Commerce, National Income Supplement, 1954 edition, table 18. 
APPENDIX 8 
4 Income of unincorporated enterprises—Wholesale and retail trade 
[Millions of dollars] 
Amount Amount 
[= eget Na Aa cet A Tae on abe eereeteeeees | * > 3 ok 2 1k S oe $10, 487 
q IN ce cites snes sen nie el 3, 863 | 1948_____ ne NN ais 10, 379 
cee et aeaia nei oa 9, 281 
1G os. ce a bncebecieheke botbabh ee as oP as aceseiedets ete 11, 156 
Tchad acetal nip BBs ee na Ain a rr aa 12, 005 
SE cos aaa eee asb ae Nn ee cence beren 12, 091 
Wise serena eet ecacat Satake I hao ek ee i ha 12, 391 


he U. S. Department of Commerce, National Income Supplement, 1954 edition, 
table 17. 


APPENDIX 9 


Net income of leading corporations, 1953 and 1954 


{In millions of dollars} 


Reported net income 
After taxes } 





Percent 
Industrial group (a change 
| 1958 1954 | 
| = 
| i 
| Chain stores: 
meres eee b ant T PCACES AMEN A) FAST BE SINAg So $72.0 | $84.7 | +18 
Wea es Ft eo ee es dee 121.8 112.1 —% 
Department ONG BOOOIIEG 60 oon. gg ancien cckinntannene ae 143. 5 147.3 4-$ 
DAE Oe. WEE EEe oes 64 bl cobb cc acwds balck. benthic onoke 163.1 | 177.2 +9 
Wholemiis ant milensinmaete i ce cee 68.9 | 75.7 +10 
AN iy cing au ha ui eon 569. 2 596. 9 +5 
A OCR aioe dees Aaah 8, 924. 0 | 9, 280. 3 +4 
AST SG ee ee eee ee eS 13, 893. 0 14, 414.8 +4 


a | 


Source: First National City Bank Monthly Letter, April 1955. 
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APPENDIX 10 


Profits of department stores by tangible net worth group 


ee . Net profits Net profits 
Net profits on tangible | on net work- 
net worth ing capital 


Ts oj > > ror oy 
Pangible net worth group on webantcn 


Under $200,000 
$200,000 to $500,000_ __ 
Over $500,000 

Under $200,900- 
$200,000 to $500,000 _ _ _ 
Over $500,000 

Under $200,000 
$200,000 to $500,000 
Over $500,000 

Under $200,000. 
$200,000 to $500,000_ _- 
Over $500,000 __ 


tlIoweeKNmmN oath 
ee 63 5 es 65 0 as 


Source: Dun & Bradstreet, Inc. 


Senator Doveias. The next witness will be Mr. Anthony Valente, 
president of the United Textile Workers of America, A. F. of L. 
Mr. Valente. 


STATEMENT OF ANTHONY VALENTE, PRESIDENT, UNITED TEXTILE 
WORKERS OF AMERICA, A. F. OF L. 


Mr. Vatente. Mr. Chairman, members of the committee, my name 
is Anthony Valente. I represent the United Textile Workers of 
America, affiliated with the American Federation of Labor. 

Weare here in support of the amendments to the Fair Labor Stand- 
ards Act of 1938. 

We favor the proposal to increase the minimum wage from 75 cents 
to $1.25 an hour with a decrease in hours from 40 to 3714 in 2 years, 
and 35 in 4 years, and for the extension of coverage. 

Representing the United Textile Workers of America with member- 
ship in all segments of the textile industry, we will attempt to convince 
the Senate subcommittee that our proposals are sound, practical, and 
necessary. In our opinion, anything less cannot be called fair labor 
standards. ‘ 

We also present to Congress a long delayed analysis of the textile 
industry, a vital segment of our economy, in support of our conten- 
tion and reasons why Congress should pass these amendments. 

Our testimony is in conformity with section 2 (a) of the Fair Labor 
Standards Act of 1938, set down as follows in the findings and declara- 
tion of policy: 

The Congress hereby finds that the existence, in industries engaged in com- 
merce or in the production of goods for commerce, of labor conditions detrimental 
to the maintenance of the minimum standard of living necessary for health, effi- 
ciency, and general well-being of workers (1) causes commerce and the channels 
and instrumentalities of commerce to be’ used to spread and perpetuate such 
labor conditions among the workers of the several States; (2) burdens commerce 
and the free flow of goods in commerce; (3) constitutes an unfair method of 
competition in commerce; (4) leads to labor disputes burdening and obstructing 
commerce and the free flow of goods in commerce; and (5) interferes with the 
orderly and fair marketing of goods in commerce. 

This statement of necessity requires more detailed explanation. We 
expect to show this committee, and we hope the Congress and the ad- 
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ministration, that here is a problem vitally affecting the public in- 
terest, demanding legislative action. 

To save the time of the committee, and in an effort to explain the 
complexities of the textile industry, I am submitting the following en- 
closures with the original copy of my testimony, which will be left 
with the committee. 

Senator Doveias. And which will be printed in the record. 

Mr. VAtenteE. (@) Textile industry definition and description. 

(6) Causes and proposed remedies for textile unemployment as 
submitted to Senate aes subcommittee. 

(c) Typical union contracts in textile industry, giving wages, 
fringes, and working conditions. 

(7) Textile wages and practices as surveyed by the Bureau of Labor 
Statistics, showing wage and Jabor-cost differentials—taken from Re- 
aoe on the New E ngland Textile Industry by committee appointed 
by the Conference of New E ngland Governors, 1952. 

We offer these documents to substantiate our contention as to the 
necessity of a substantial and practical increase in the minimum wage, 
a minimum of $1.25. 

(The documents referred to follow Mr. Valente’s testimony.) 

The textile industry is fiercely competitive, not only in the market 
and price field, but also in the struggle for employment by workers 
who have devoted their lives to the preparation and fabrication of tex- 
tiles, and who find themselves ill fitted for relocation. The employer 
holds the advantage of a surplus labor market, and in many instances 
is able to inflict unfair labor standards and practices upon the unor- 
ganized workers. This method of exploitation and low labor costs 


gives him the lever to manipulate prices in competition with other 
employers with higher labor costs. 


TEXTILE GIANTS 


This is particularly true in the case of the big chains, and is becom- 
ing more pronounced with the prevalent wave of mergers and the 
attempt of a few textile giants to gain control of the industry. Unfor- 
tunately for our unions these giants spend much of their time and 
money fighting and preventing the organization of their workers. 


CUTTHROAT COMPETITION 


An increase in the minimum wage to $1.25 would revitalize the tex- 
tile industry, not only in the establishment of a decent wage structure, 
but also in market stability, and would be a blow to cutthroat com- 
petition. It would discourage the luring of industry to cheap labor 
localities by subsidies, It would compensate the workers for increased 
productivity, provide more purchasing power, which must of necessity 
create a greater demand for textiles. Even the employers admit that 
it is either feast or famine in textiles. 

The passage of this bill with extended coverage will stimulate con- 
sumer demand on a large scale; almost everyone desires and needs 
more wearing apparel and household textiles. We are now suffering 
from a restricted market. This legislation will open the gates to the 
power of purchase, provide more regularity of employment some- 
where between feast and famine. 


62569—55—pt. 1 12 








AMEND FAIR LABOR STANDARDS ACT OF 1938 


PROFITS 


The opposition will contend that the increase to $1.25 is too drastic, 
but they will not contend that.they would enjoy the experience of 
trying to live on $1.25 an hour. They will say it will be too much of 
a shock to the economy, which is just what they need. Spokesmen for 
the textile industry will tell you about diminishing profits, and, in 
some cases, they will be right. But they should also tell you about the 
textile giants, the mergers, monopolies, the migratory subsidies, un- 
fair labor practices, and cutthroat competition between employers, and 
substantial profits. 

In this regard, let us examine the No. 1 textile combine, the Bur- 
lington Mills Corp., recently changed to Burlington Industries. Their 
mills are scattered all over the continent with the largest concentration 
in the low-wage sections of the South. 

A few months ago this company gained control of Pacific Mills and 
Goodall-Sanford. Burlington makes about everything in the line of 
textiles. Mr. Spencer Love, the president, stated a few weeks ago 
that he would favor the 90-cents minimum. 

I would like to add for the benefit of the committee, that in Sanford, 
Maine, since the Burlington Co. took them over, the 3,000 workers 
have been thrown out into the streets. There are no more jobs for 
them. In Sanford, Maine, where our workers enjoyed a wage of 
approximately $1.60 an hour, the plants have been moved to the South 
where the average wage is $1.30. So we have 3,000 workers in San- 
ford, Maine, who have been left destitute. There is no other employ- 
ment for them in Sanford, Maine. We are not surprised that Mr. 
Spencer Love favors 90 cents an hour. It would still leave Burlington 
with substandard wages much lower than union wage scales, and 
also maintain his unfair competitive advantage. Burlington did very 
well according to the following financial report: 


Consolidated net earnings of Burlington Mills Co, almost doubled in the first 
quarter of the current fiscal year. Consolidated net sales rose 54.3 percent over 
the like 3 months a year earlier. 


The net profit for the 3 months to December 31, 1954, was $4,202,000 after 
income taxes of $5,166,000. This compared with $2,149,000 after taxes of 
$2,251,000 in the like quarter of the year previous. Share earnings for the 1953 
period were 26 cents a share on 7,040,508 common shares, while the 53-cent share 
earnings of the 1954 period were based on 7,253,585 common shares. 

When the administration acknowledges the necessity of increasing 
the minimum wage, the only remaining question is the amount of the 
increase. When the administration recommends a 90-cent minimum 
to replace the prevailing 75 cents, the burden of proving that 90 cents 
an hour is a living wage under our American standards of decency 
rests entirely upon the administration. 

Simply to say that any minimum higher than 90 cents would cause 
economic dislocation is a fallacy in all that the word implies, and most 
certainly will not deceive the millions of workers now laboring for 
substandard wages. The working people in this day and age demand 
more than the crumbs from the table of abundance, and the offer of 
90 cents an hour is a poor excuse for the dynamic program we have 
heard so much about. 

Let us have a little more political and economic honesty and less 
political expediency. We have demonstrated a unity of purpose in 
our foreign policy. Let us try it on the home front. 
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PRODUCTIVITY ° 


There are several sound reasons why the minimum wage should be 
raised to $1.25 an hour, but on the one question of productivity alone 
ihe working people are entitled to this minimum. 

There was a time in the textile industry when production was meas- 
ured in yardage but today it is mileage. During the past 25 years the 
man-hour productivity in textiles has increased not less than 150 
percent. About 175,000 textile workers in New England are turning 
out a great deal more textiles today than 400,000 workers turned out 
in 1930. In those days it was known as the multiple system; today it 
is known as technology and automation. In this connection, we would 
like to call the committee’s attention to an article entitled “Business 
Outlook,” by J. A. Livingston, which appeared in the Washington 
Post on Sunday, March 6, 1955. I will not read the full text of the 
article, but a quotation from it will be submitted to the committee. 

( The quotation referred to appears on p. 219.) 

[ do want to point out, however, that Mr. Livingston lists 12 indus- 
tries, including textiles, showing that in the period from December 
1953 to December 1954 production was up 13 percent and employment 
down 3 percent. Mr. Livingston might wil say that our children 
will talk about the 40-hour workweek, as we of this generation talk 
about th 10-hour day and the 6-day week, because we come here 
today to tell you that the textile industry cannot provide steady em- 
ployment even with the 35-hour workweek. 

Senator Doueias. Your contracts call for 35 hours? 

Mr. VALENTE. No, they do not, Senator; they call for 40. 


SHORTER WORKWEEK ESSENTIAL 


One million textile workers in the United States have cooperated 
with management to increase production. We have worked so hard 
and at such a speed that we have worked ourselves out of a job. About 
300,000 of us are completely unemployed, and hundreds of thousands 
of those employed are on short time—2, 3, or 4 days a week. We have 
accepted the technological improvements without corresponding im- 
provements in our wage scales, as you will notice from the enclosures 
on textile wages. 

With due regard for the opponents of the $1.25 minimum, we are 
asking Congress to approach the proposal from the standpoint of 
economic necessity, with which we are all familiar. 


TEXTILE WAGES 


Let us take a quick look at the wage structure in textiles. The pre- 
vailing situation in New England demands that the Members of 
Congress should know the true conditions in this industry because only 
Congress can bring forth a solution to an industrial catastrophe as 
demonstrated by textiles. 

To avoid any question of prejudice, we will utilize the Bureau of 
Labor Statistics as our authority. 

With about 20 divisions defined as the textile industry employing 
close to a million workers, we find that the average hourly wage for 
January 1955 is $1.37. For all manufacturing, the average hourly 
wage is $1.84; for durable goods, it is $1.96, and for nondurable, 
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$1.68. With textiles in the latter category, we find ourselves with 
31 cents an hour less than the nondurable average. 

We do not claim ourselves more skillful than other workers, neither 
will we admit to being less skillful; there isn’t any reason whatsoever 
why our average wage should not be $1.68. That is just about what 
it would be if the industry was completely organized. But with 
only about 50 percent organized, and the remainder denied the right 
of collective bargaining, as a matter of public interest we must look 
to Congress to protect and improve minimum wage standards, curb 
cutthroat competition and monopolistic mergers. 

Senator Purrett. May I ask a question, sir? 

You referred to New England. You are not referring just to New 
England, but to the textile picture in the country as a whole? 

Mr. Vatente. Yes. 

Senator Purrerz. I thought we ought to make it clear that we are 
talking to the textile picture as a whole and not just New England. 

Senator Doveras. Mr. Valente is now coming to the differential. 

Senator Purreti. Yes, but in that paragraph he referred to New 
England. 


NORTH-SOUTH DIFFERENTIAL 


Mr. Vatente. There are a variety of opinions on the North-South 
differential in textiles. In a recent survey, the BLS placed it at 13 
cents an hour, not including fringes. 

New England employers now challenging the unions to adjust the 
differential contend that the difference is 23 cents, an hour including 
fringes; we believe this is too high. 


We do not minimize the seriousness of the differential; it must 
be narrowed, but we are in complete disagreement with the proposals 
advanced by the New England employers that we accept the sub- 
standard conditions of the South. 

The reversal is the proper approach. We must raise the wages 
and working conditions in the South. We have taken wage and 
welfare reductions in the North at a time when workers in other 
industries were receiving wage increases. We accepted additional 
workloads with increased physical and mental strain for the worker. 
The CIO and AFL are standing firm in opposition to further cuts. 
The New England employers would do well to join with us in a 
justifiable and constructive program, even if it takes more time. 

Senator Dovenas. Is the strike on now? 

Mr. Vatente. The strike is on. 

I might say as far as our organization is concerned, we are only 
affected in one plant. 

Senator Dovenas. Your employers put a cut into effect ? 

Mr. Vauente. Yes, in Waterville, Maine. It comes to about 15 
cents an hour. 

Senator Purtett. That was accepted by the union? 

Mr. VALenteE. No. 

Senator Pcrre.t. But you are not on strike? 

Mr. Vatente. Yes; we are on strike at Waterville. 

Senator PurretL. What about other plants in New England? 

Mr. VaLentr. We have some contracts in New Bedford, but our 
contracts do not expire this year. Either side can ask for a change, 
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and if we don’t agree we can go on arbitration. There has been no 
change in our old wage scale. 

Senator Purrett. There is one plant affected at this time, and the 
reason for other plants not taking action is because your contracts 
are still in existence ? 

Mr. VaLente. Yes; and the old wage scale is in effect. 


STATEMENT OF FRANK GORMAN, RESEARCH DIRECTOR OF THE 
UNITED TEXTILE WORKERS 


Mr. Gorman. May I say that there are about 20,000 members of 
the CIO out on strike in New England—in New Bedford, Rhode 
Island, and other parts of New England. 

Mr. Varente. Their contracts expired last Saturday. 

Senator Doverias. Would you identify yourself for the record ? 

Mr. Gorman. My name is Frank Gorman, research director of the 
United Textile Workers. 

Senator Doveras. At one time you were president of the Textile 
Workers; were you not? 

Mr. GorMAN. I was; yes. 


STATEMENT OF ANTHONY J. VALENTE, PRESIDENT, UNITED 
TEXTILE WORKERS OF AMERICA, AFL—Resumed 


JOINT EFFORT 


Mr. VALenTE. A joint appeal to Congress and the administration 
must receive the consideration it deserves. A minimum wage of $1.25 
would provide the medium of settlement. We recognize that your 
committee is not charged with settling minimum wages for the textile 
industry, per se, and we would point out that a number of our locals, 
some of them in the South, now have minimum wages of $1.25 and 
$1.20, but over one-half million textile workers, the large majority 
in the South, would be benefited. The textile industry, second only 
to food as an essential, would be stabilized. The increased demand 
for textiles would insure the profitability of the industry if the mini- 
mum wage under fair labor standards is increased to $1.25 an hour. 


LIVING COSTS 


It should be unnecessary to go into a mathematical discussion of 
the trend in living costs since the 75 cents minimum became operative. 
All of us in the North, South, East, and West have had a personal 
experience with the highest prices for every commodity in the cost- 
of-living budget. 

This was the predominant consideration in the recent salary increase 
for the Members of Congress. 

We have food price listings from various sections of the country, 
and while we find certain staples showing a uniform pattern, we have 
found that other foods, such as cheese, hams, citrus fruits, etc., cost 
more in New England than the metropolitan area in the District of 
Columbia. 
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There is also a mistaken idea about lower ne costs in the South. 
The little girl who testified here this morning brought it out very 
ably, and very well, but I would like to touch upon it. What we 
really have in the South is lower standards of living compelled by 
lower wages. When the $1 an hour southern textile worker lines up in 
the big chain store he has to pay the same price as the person receiving 
$5 an hour or more. The store man plays no favorites, and when a 
worker at a dollar an hour gets through buying food for a week for a 
family of 4, he has about $10 left after working a full week. 

I might also add there that I stopped in some of the southern ho- 
tels, and I noticed no differential in price of a room in the South as 
I pay for the price of a room in New York or some of the New Eng- 
land States. 


MINIMUM WAGES HELD UP BY FULBRIGHT AMENDMENT 


Our statement on wages would not be complete without reference 
to the Fulbright amendment. More than 3 years ago we originated 
petitions to increase textile minimum wages under the Walsh-Healey 
Public Contracts Act. Our petitions called for a minimum wage of 
$1.30 an hour for woolen and worsted, and $1.13 for cottons and syn- 
thetics, to replace the old rates of $1.05 and 87 cents, respectively. 

The final determination by the Department of Labor called for a 
wage of $1.20 an hour for woolen and worsted, and $1 for cotton 
and synthetics. We certified our acceptance of the decisions but a 
group of employers from both divisions of the industry appealed to 
the courts for an injunction to prevent the Secretary of Labor from 
making the increase effective. 

And that is where the textile workers’ wages are today in the courts; 
and there is no immediate prospect of the increase getting out of the 
courts. The unfair employers would rather give the textile workers’ 
money to the lawyers. 

Our opponents were able to cheat us out of this moderate wage 
raise because Senator Fulbright of Arkansas attached a rider to an 
appropriation bill making the Public Contracts Act decision subject 
to court action. 

Senator Purrett. May I interject there? I believe that was in 
1952. I think that ought to be in the record. 

Mr. VAteNntE. The Fulbright amendment did three things. It re- 
quired proceedings under the Public Contracts Act to conform to the 
Administrative Procedure Act. It provided for court review of a 
wage determination if suit is filed by an aggrieved or adversely af- 
fected party within 90 days of its issuance. The amendment, further, 
allowed court tests of any legal question under the act at any time by 
an interested party, even though he had signed a contract containing 
stipulations which he subsequently wished to contest in court. 

A number of mills have withdrawn from the court case, but the 
“bitter enders” are hanging on. 

A few days ago district court Judge Alexander Holtzoff declared 
the $1 minimum wage in cotton and synthetic textiles invalid. He 
later reversed himself to reinstate the main terms of the preliminary 
injunction, but the fact remains that this injunction has emasculated 
the Public Contracts Act. 
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In this industrial war between the States, I would like to quote 
the following: 


BASE Pay RULING HAILED As VICTORY IN SoUrTH OvER NE 
By Murray Wynche, Fairchild News Service 


ATLANTA, April 5, 1955.—A Federal court ruling yesterday barring the Secre- 
tary of Labor from setting minimum wages on a nationwide basis for cotton 
textile mills working on Government contracts was hailed here today as a 
victory for the South over “unions and the New England textiles manufacturers.” 

A permanent injunction barring the Secretary of Labor from determining Gov- 
ernment contracts wages on an industrywide basis was first filed by a group 
of 20 Georgia mills in December 1952, and was known as the Covington Cotton 
Mills case. Later it was joined by a group of North Caroline mills. 

The decision was “most gratifying,” declared Norman E. Elsas, chairman 
of Fulton Bag & Cotton Mills, here, expressing the feeling generally of the 
South’s expanding textile industry. 

The $1 minimum was “inspired by the unions and the New England manufac- 
turers,” declared T. M. Forbes, executive vice president of theCotton Manu- 
facturers’ Association of Georgia. 

I think this, more than anything else, should demonstrate t Con- 
gress the extreme necessity for drastic measures to protect the workers, 
the victims now being squeezed in the battle of the textile giants. 

Legislation now before Congress would remove the disastrous effects 
of the Fulbright amendment. The Senator should know that his 
State of Arkansas is on the lowest rung of the economic ladder; tex- 
tile wages are at the starvation levels. 

In consideration of the reasons I have put forward, the United 
Textile Workers of America would respectfully petition your com- 
mittee to recommend a minimum wage of $1.25 an hour, a workweek 
of 35 hours, and the extension of coverage to all workers who right- 
fully and legally should receive the protection of the Fair Labor 
Standards Act. 

Senator Doveras. Mr. Valente, I would like to ask a number of 
questions, but as the bell has rung signifying that Congress is in 
session and I have to be on the floor in just a few minutes, I am 
afraid that I cannot ask the questions which your testimony deserves. 
I find, however, from the BLS study of 1: 154 that a $1.25 minimum 
wage would require icreases for approximately 53 precent of the 
textile workers in the country, for about 40 percent in the Northeast, 
57 percent in the Middle West, "and 70 percent in the South. Iw onder 
if you don’t believe that that would be a pretty severe shock for the 
industry ? 

Mr. Vatente. Of course, all of the increases wouldn't be 50 ments 
an hour. Because even in some of the southern plants we have a 
minimum wage of $1.20 and $1.25 and considerably are over $1. 

Senator Dovetas. These figures are over a year old, they indicate 
that 70 percent of the workers in the South would have to have in- 
creases if the wage were fixed at $1.25. 

Mr. Vaente. I won’t argue on the percentage. I don’t think it is 
that high because we have a number of plants in the South where the 
wage is over $1.25. 

Senator Doveras. And if it were $1.10, about 37 percent would be 
affected in the country, and approximately 50 percent in the South; at 
$1, 23 percent in the country and about 31 percent in the South. 
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Mr. VaLente. Well, the minimum wage under Walsh-Healey today 
is 87 cents an hour. 

Senator Dovenias. Yes. 

Senator Purret.. Could T just ask this: You talk about the average 
wage. I would like to have, if you would, please, sir, with the eon- 
sent of the chairman, put in the differential as it is. You say it is 23 
or 20. I wonder if you have various classifications of workers so we 
can get that differential between the southern manufacturers and the 
northern manufacturers? I think the wage rates ought to be in the 
testimony. 

Mr. VaLenrre. We have the wage rates in some of our enclosures. 
We have submitted sample contracts with wage rates in them. 

Senator Purret. That is in your union shop / 

Mr. Vatentr. The average wage may differ from one division of the 
industry to another. 

Senator Purretn. I wonder if we could get those differentials in 
there. We would like to get a proper picture in the record of the dif- 
ferentials in the various categories of labor between the southern 
worker and the northern. That would be very helpful. 

Mr. Vatente. We will submit that. 

Senator McNamara (presiding). Without objection, that will be 
inserted in the record. 

(The information referred to appears in the supplementary mate- 
rial (exhibit D) filed with the committee which appears at the end of 
Mr. Valente’s testimony.) 

Senator McNamara. Now, you have several supplementary docu- 
ments which you want the committee to have. Are you prepared to 
turn them over ? 

Mr. Varente. I am prepared to turn them over to the committee 
now. 

Senator McNamara. Make sure we get those. 

Mr. VALENTE. Yes. 

Senator Purrett. Are any of the Burlington Mills plants organ- 
ized ? 

Mr. Vatente. No. 

Senator Purre.tt. And the Pacific Mills are abandoned ? 

Mr. VaLente. We still have a small operation there. 

Senator Purtett. Do you have the union there? 

Mr. VaLente. Yes. We have the contract that we negotiated with 
Pacific and taken over by Burlington. 

Senator Pcurrett. I was wondering what the result would be. 

Mr. Vatente. While you mention the subject, I want to tell you our 
experience with Burlington. Both our union and the CIO Textile 
Workers have organized a number of plants, and our experience has 
been after we won an election the plant has shut down for 2 or 3 years, 
and that was the end of our union. They can move around very fast. 

Senator Purre... There is one other point. You gave some figures 
as to the earnings that they had per share. I don’t know a thing about 
the Burlington Mills, and I have no interest except to try to get this 
picture in its proper perspective. Would you for the record put in— 
we can gt it, but you probably have already got the information— 
their earnings, not only with respect to their sales, but with respect to 
— invested capital? Ithink that would be a very interesting figure 
to have. 





Oe ders eet 


+ Rae 


una are 


ae tal a 


eS oi 


acs, 


Oe ry 


HAP Ree 


AMEND FAIR LABOR STANDARDS ACT OF 1938 


Mr. VaLente. We would be happy to try to furnish it. 

Senator McNamara. Thank you. 

Is that all you have? 

(The supplementary material submitted by Mr. Valente follows :) 


(A) DEFINITIONS 


The term “employer”, “employee” and “supervisory employee” shall have 
the same meaning as that contained in the definitions of such terms set forth in 
the Fair Labor Standards Act. 

(b) The term “textile industry” shall include, but without limitation— 

(1) the manufacture or manufacture and sale of the following products, 
whether composed of cotton, wool, silk, rayon, hair, jute, or any other arti- 
ficial or natural fiber, or combination thereof : 

(A) woven or knitted fabrics in the piece; 

(B) yarn, thread, twine, cord, cordage, or similar products; 

(C) rugs, carpets, or other floor coverings ; 

(D) felt, felt products, batts, pads, wadding, welts, bindings, or similar 
products: 

(E) surgical dressings, sanitary napkins, or similar products; 

(F) lace, lace curtains, trimmings, braids, and braided fabrics; woven, 
knitted, or braided elastic fabrics; bias tape or similar products; 

(G) pyroxylin coated leather cloth and lacquered fabrics, window-shade 
cloth, book cloth, impregnated fabrics for bookbinding, table oilcloth, or 
similar products; 

(H) hosiery and similar products: 

(I) knitted outerwear or underwear apparel or similar products; 

(J) any other textile product; 

(2) the sorting, dyeing, bleaching, mercerizing, weighing, printing, finish- 
ing, throwing, or other processing of any of the foregoing fibers or products: 
Provided, That it shall not include the ginning of cotton. 


(B) TESTIMONY BEFORE SENATE LABOR COMMITTEE, SPECIAL SUBCOMMITTEE ON UN- 


EMPLOYMENT, MARCH 11, 1955, OF ANTHONY VALENTE, INTERNATIONAL PRESIDENT, 
UNITED TEXTILE WORKERS OF AMERICA 


First of all, to establish our interest, we represent about 100,000 workers 
in every division and section of the textile industry. A large percentage of our 
inembership has been, and is now, grievously affected by entire or partial unem- 
ployment. Our organizational efforts have been, and are now, seriously impeded 
by the antiunion State laws, particularly in the South, and by the antilabor 
provisions of the Taft-Hartley Act. Unemployment of our members is intensified 
by migratory subsidies, mill liquidations and the drive for maximum production 
at low cost, a substandard minimum wage with excessive inventories and, now, 
a threat of lower textile tariffs. 

There is attached to this statement the following documents: 

Enclosure 1: A report from the Bureau of Employment Security showing that 
textile communities lead the Nation in areas of substantial labor surplus with 
10 distressed areas in New England, 10 in the Middle Atlantic States, and 9 in the 
South. 

Enclosure 2: A statement submitted to Senator Paul Douglas as chairman of 
the Joint Congressional Committee on the President’s Economic Report, reiterat- 
ing our position of 1954 with regard to the depression in textiles. 

We have about one million production workers employed in the textile indus- 
try. The Bureau of Labor Statistics Report for January 1955 shows 988,100, 
with the largest percentage located in the South. Not all of these workers are 
cmployed full time. There are no official figures for underemployment. Our own 
estimates are taken from the reports of our area representatives, showing that 
at least one-third of the total textile working force is working only 2, 3 or 4 
days a week. 

The average gross hourly wage for all textile workers in the United States is 
$1.36, or 48 cents less than the gross hourly wage for all manufacturing in the 
United States, which is placed at $1.84 by the Bureau of Labor Statistics. Out of 
more than one-half million textile workers in the South, no more than 15 percent 
are organized. It is right here, in the lack of organization, that we find a con- 
tributing cause for the dislocation in textiles. 
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CAUSES OF UNEMPLOYMENT 


The causes of unemployment are many, but there are certain fundamentals 
and basic economic truths which must be accepted if we intend to destroy this 
industrial cancer. i 

In a communication which we submitted to the Joint Committee on the Presi- 
dent’s Economic Report in 1954, we specified that the basic cause of unemploy- 
ment is under-consumption—insufficient purchasing power. To support this con- 
tention, we quoted from a study made by Paul Mazur, a recognized authority, 
economist, banker and financial advisor. In his book, The Standards We Raise, 
Mr. Mazur insisted that we must shift the emphasis from production to con- 
sumption with an increase in living standards. Congress can do this by granting 
a substantial increase and coverage in the minimum wage, thereby removing 
a basic cause of unemployment—lack of purchasing power. 

Another cause of unemployment is overproductivity and excessive inventories. 
The speed and the great drive for increased man-hour and volume of produc- 
tivity in textiles not only subjects the worker to an unbearable physical and 
mental strain, but is also suicidal for the employer and the industry and results in 
declining prices, cut-throat competition and market disruption. 

This opinion has been expressed frequently by leaders in textile management. 
Not only must we attempt to balance production with consumption, we must 
also return to quality production and the establishment of standards and guar- 
anties protecting the consumer against fabric inferiority. 

There is no doubt that we have learned too well the science of production, but 
we have failed miserably in the chief essentials—distribution and consumption. 


SYNTHETICS 


Another cause of unemployment in textiles can be attributed to man-made 
synthetics as substitutes for the natural fibers like cotton, wool and silk. For 
example—dacron and other man-made fibers are displacing wool in suitings; 
nylon and other synthetics are being substituted for silk; and what was once 
known as the “cotton textile” industry is now known as the “cotton synthetic” 
industry. The latter has long been accepted, but in the case of woolen and 
worsteds and carpets and rugs, it is only recently that some employers have 
decided, with reluctance, that they could no longer cling to tradition and com- 
plete loyalty to the natural fibers. 

In the process of adjustment many mills have fallen by the wayside with 
consequent unemployment. The theory that this unemployment is absorbed in 
new industries such as electronics, plastics and synthetics is, in reality, just a 
theory. 

The textile industry employs a larger percentage of older workers than other 
manufacturing industries, so another drawback for a textile worker who has 
spent his or her entire life in the industry is the difficulties experienced in start- 
ing and conforming to a new vocation. Some have overcome this obstacle, but 
after the age of 40 the going gets tougher and employment opportunities are few 
and far between. 

Technological improvement and increased man-hour productivity has taken 
its toll on employment in textiles. The extent to which this is true can be 
estimated when we note that a few years ago we had about 1,375,000 workers 
in the textile-products industry. Today, we have less than 1 million, and the 
figure is constantly declining. 

Measurement of productivity has puzzled the scientists, mathematicians, and 
research workers, but it isn’t a puzzle to the weaver or spinner or other mill 
worker. They know what they are turning out. The layman will get an idea 
of the worker displacement in this simple example cited in the New England 
governors’ report on textiles—‘New England is turning out one-third more 
textiles today than it produced 25 years ago and this by less than 200,000 workers 
as compared with more than 400,000 a quarter of a century ago.” The same 
ratio of displacement would apply throughout the textile industry. 

We do have an estimated measurement of productivity in a recent article by 
3. A. Livingston which appeared in the Washington Post of March 6, 1955, and 
which is being submitted to this committee as enclosure 3. 


MILL CLOSINGS 


Another cause of unemployment since the end of World War II is the fact 
that over 500 mills have been closed; most of them liquidated, some migrated, 
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nd others just abandoned. More than 150,000 textile workers were also liqui- 
inted—thrown out into the streets. About two-thirds of these casualties occurred 

New England and about the same percentage could not find employment in 
ther industries, and, of course, they have exhausted their unemployment 

surance. 

What we have today in the textile industry is a double vise. Through mergers 
nd monopolies, the worker is caught in the struggle of the textile giants for 
wirkets in fierce competition. In addition, as the price of survival, the men 
nd women in the mills are forced to accept wage cuts and the cruelty of excessive 
workloads. In substance, the worker is penalized for the sins of management 

substandard wages and by total, periodical, and part-time unemployment. 


MINIMUM WAGES 


We have a key to the menace of unemployment in the determination of the 

inimum wage under the Fair Labor Standards Act. The Federal Reserve 
Board tells us there are 4% million families in the United States existing on 
ncomes of $1,000 a year or less. This could be about 15 million Americans living 
1) misery and poverty. In 1951, the Bureau of Labor Statistics specified that 

necessary minimum budget for a family of four ranges from $3,812 to $4,454 

year. To meet this standard, a worker would have to receive a minimum of 
iimost $2 an hour for 2,000 hours a year. 

raking this and other studies into consideration, we must concur that $1.25 
in hour would provide only a margin of decent living for a family of four. It 
would, however, give a tremendous boost to purchasing power, consumer demand, 
und more employment. 

Labor is asking for a minimum hourly wage of $1.25, and a gradual reduction 
in the workweek from 40 hours to 35. It does not require an economist or a 
statistician to tell us the effect this would have in boosting the national income 
and increasing purchasing power. Some estimates placed the Nation’s apparel 
expenditures at close to $20 billion in 1954, or almost 7 percent of total consumer 
ncome. Give the workers a living wage and they will buy more textiles. The 
average person likes to be well dressed; he will spend money for clothing and 
household textiles. 

In my statement to the Joint Congressional Committee on the President’s 
Economic Report, I said that we have had the experience of being in the homes 
of textile workers—in the homes of men and women who make sheets but who 
have no sheets on their own beds. 

As a matter of self-interest, the textile industry would do well to join with 
labor in requesting a 1.25 minimum wage. However, we expect to be told that 
the industry could not withstand the shock. The fact is, the textile industry 
needs a shock to restore its sensibility to human needs, an expanded market, 
and a curb to cut-throat competition. 


QUALITY PRODUCTION 


To supplement my statement regarding industry leaders supporting our posi- 
tion, I call the committee’s attention to a warning issued to the industry by 
Robert M. Hanes, who is connected with southern textile and financial insti- 
tutions. More than 3 years ago, Mr. Hanes told the North Carolina cotton manu- 
facturers that millmen should devote more time and effort to improving quality 
rather than obtainining maximum production. Mr. Hanes stated that the alter- 
native to this plan of regulated production is the “survival of the fittest.” The 
largest “survivor of the fittest” is the Burlington Corp. with over 60 mills and 
a volume rate of more than $450 million and a net profit of four and one-quarter 
inillion for the 3-month period ending December 31, 1954. 

The Burlington Mills Corp. is now considered the leader in textiles, entering 
into every phase and diversified textile product. I mention this company not 
exactly as a horrid example—despite its defiance of Labor Board decisions, the 
Government’s minimum-wage laws, and labor’s right to organize. I mention 
it as a possibility and opportunity for Congress to give a measure of protection 
to hundreds of thousands of textile workers in the South who are denied the 
benefits of organization and who work for substandard wages, under conditions 
which are not only detrimental to public interest but are also a major obstacle 
to the development of a healthy textile industry which would be beneficial to 
both management and labor. 
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The investigation of mergers and monopolies is not the object of this com- 
mittee, but you will recognize the connection between mergers and unemployment 
when I tell you that when Burlington secured control of the Goodall-Sanford Co. 
thousands of our members were left stranded in Sanford, Maine, when the 
production was moved to nonunion mills in the South. 


TARIFFS 


On the question of foreign trade, we are committed to a policy of reciprocity 
in accordance with the following position formulated at the 1954 convention 
of the American Federation of Labor: 

“The American Federation of Labor has long favored a maximum of foreign 
trade that can be carried on without undermining our own wage structure and 
working conditions and without causing unemployment in our own ranks. We 
continue to adhere to this position and call for proper vigilance in upholding 
these standards against foreign competition that derives its cost advantage from 
lower wages and inferior working conditions that may prevail abroad. We are, 
therefore, concerned with practical and workable administrative remedies that 
will assure correction of injurious competition without unnecessary restrict- 
ing imports. Protection should be extended only to the point needed to overcome 
unfairness of import competition. However, to that extent we must go if we 
are to preserve the standards to which we are dedicated.” 

In line with this position, we have sent the following letter to the members of 
the Senate Finance Committee: 

“We desire to register our opposition to any further reduction in textile tariffs, 
and we strongly recommend that the foreign trade bill passed by the House of 
Representatives be amended to safeguard an industry which is now critically 
affected by unemployment. 

“Our concern in the matter of textile tariffs stems mainly from the discre- 
tions afforded the President in his authority to reverse the decisions of the 
Tariff Commission even when peril and injury have been proven, and the prob- 
ability that the textile industry of the United States will be victimized in nego- 
tiations with Japan under the General Agreement on Tariff and Trade. The 
fact is that the American textile market is a prime Japanese objective. We be- 
lieve the exchange of trade should be arranged on a selective basis. 

“We fear the danger of selecting the United States textile industry, per se, for 
experimentation and a further lowering of textile tariffs, not only by the Execu- 
tive, but through the GATT negotiations. 

“We ask the Senate to take a close look at this foreign trade legislation: it 
demands more time than was allotted to it by the House of Representatives.” 


RECOM MENDATIONS 


In the fight against unemployment, I respectfully suggest to the subcommittee 
the following measures for legislative action: 

1. An increase in the minimum wage under the Fair Labor Standards Act to 
$1.25 an hour with a reduction in the work week from 40 to 35 hours. 

2. No further reduction in textile tariffs and the strengthening of the peril 
and escape clauses to insure against the injury to domestic producers. 

3. The repeal of 14-B of the Taft Hartley Act which now permits the enact- 
ment of more restrictive antiunion laws by the States under the deceitful slogan 
of “right-to-work,” but which in reality gives the employer the “right-to-exploit”’ 
with subnormal wages and conditions thereby restricting purchasing power and 
employment. 

4. The establishment of Federal standards for unemployment insurance to 
correct the unsocial and inadequate provisions in many State laws. 

5. Cancellation of all tax favors and legislation to curb the evil of migratory 
subsidies—a practice responsible for mass unemployment in many industrial 
areas. 

6. Reduction in the eligibility age of women under social security from 65 to 
60, thereby permitting retirement and release of workingwomen from the severe 
strain of our modern methods of production, and for all workers victimized by 
liquidation and migrations. 

7. As a requisite to our defense program and as a measure of reemployment, 
we recommend a policy of stockpiling in textiles and the placing of Government 


contracts in distress areas as originally planned under defense manpower policy 
No. 4. 
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8. The fabrication of wool now held in surplus and the distribution of sur- 
plus textiles to the needy in our own country and throughout the free world. 
This is our present policy with respect to food and coal. The same policy should 
apply to textiles since it, too, is an essential industry, second only to food. 

9. Repeal of the so-called Fulbright amendment, which has emasculated the 
Walsh-Healey Act and prevented the minimum wage increase in textiles as 
ordered by the Secretary of Labor. 

We also petition Congress to provide tax reductions for low-income groups. 
In this largest segment of our population we have the reservoir of consumer 
needs and demands. Those who were favored in the last Congress are well 
dressed and well housed, but they can’t keep the mills running. We must have 
mass purchasing power but we cannot and will not have it until our wage and 
tax structure is modernized. 

All of these measures may appear comprehensive and far reaching to those 
who deplore unemployment but refuse to take the necessary steps for correction. 
Only the unemployed have a real conception of the miseries involved. The reme- 
dial measures we propose will make an individual and collective contribution in 
the attack against unemployment—the most disruptive social and economic 
disease. It is a manmade disease; it is not inevitable. It can be cured if men 
have the will, the desire, and the determination. 


(C) AGREEMENT OF MARCH 30, 1952—THE BALTIC MILLS COMPANY AND UNITED TEXTILE 
WORKERS OF AMERICA, A. F. OF L., AND LOCAL NO, 45 


This AGREEMENT made and entered into under date of March 30, 1952, by 
and between the BALTIC MILLS COMPANY, Baltic, Connecticut, hereinafter 
ealled the “Company” and the UNITED TEXTILE WORKERS OF AMERICA, 
A. F. of L., with principal offices in the city of Washington, District of Columbia, 
znd its local union No. 45, hereinafter called the “Union.” 

Witnesseth : 

Whereas the parties desire to provide for reasonable and just wages, hours of 
labor, and other working conditions, 

Now, therefore, in consideration of mutual promises herein contained and other 
good and valuable considerations, the parties agree as follows: 


ARTICLE I 


COVERAGE AND RECOGNITION 


A. The Company recognizes the Union as the exclusive representative of all 
production and maintenance employees of the Company including shipping and 
receiving exployees, but excluding executives, office and clerical workers, super- 
visors (second-hands and up), Mule Spinning Department employees, watch- 
men, and guards, for the purpose of collective bargaining with respect to rates 
of pay, wages, hours of employment, and other conditions of employment. 

Article 1. All employees of the Company covered by this agreement on the 
effective date hereof, must, after the thirtieth day following the effective date 
of this agreement, become members of the Union in good standing as a condition 
of employment for the duration of the agreement. All employees hired after 
said date must become members of the Union thirty (30) days from the date 
of the commencement of their employment and must thereafter remain members 
of the Union in good standing as a condition of employment for the duration of 
the agreement. 

2. The Union agrees that it will not change its present requirements for mem- 
bership for the duration of the agreement and that it will admit new employees 
und nonmembers into membership in the Union upon the same terms and con- 
ditions as other employees of the Company who have become members of the 
Union prior to the effective date hereof; and the Union further agrees that it 
will not arbitrarily or unreasonably declare a member of the Union employed 
by the Company not to be in good standing. 

3. The Company agrees that during the term of this agreement it will deduct 
current Union membership dues from the pay of each employee who is a member 
of the Union and who individually authorize the Company in writing each year 
to make such deductions. The total amount so deducted each month shall be 
paid over to the Treasurer of Local Union No. 45 or other duty authorized repre- 
sentative of the Union. 
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ARTICLE II 
OVERTIME AND HOLIDAYS 


A. The work week of the Company begins on Monday and ends on Friday. 

B. Time and one-half will be paid for all hours worked in excess of forty 
(40) in any work week. If and when the company goes from a 9-hour per day 
one-shift basis to two or three shifts of eight hours per day, the payment of 
time and one-half for work in excess of eight hours per day in any one day 
shall be subject to negotiation under the provisions of Article LX. 

©. Work performed on Saturday shall be paid for at the rate of one and 
one-half times the employee’s regular rate of pay unless the employee has taken 
time off during the work week of his own accord. It is understood that in 
computing time and one-half for Saturday work, the following shall be con- 
sidered as days worked: 

a. Days or parts of days, lost by employees when they report to work as 
required but are not put to work or are sent home before the end of the day 
for reasons beyond the employee’s control. 

b. Where one of the holidays named in E of Article II of this agreement 
occurs or is celebrated on a day within that work week and no work is per- 
formed on such holiday. 

D. Work performed on Sunday shall be paid for at the rate of double time 
except as to Engineers. 

E. The following holidays shall be observed except in instances when the 
Company deems it necessary to work; New Year’s Day, Good Friday, Memorial 
Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. 
Any employee required to work on any of said holidays shall be paid at the rate 
of one and one-half times his regular pay. 

Paid Holidays shall be as follows: New Year’s Day, Memorial Day, Good 
Friday, Labor Day, Thanksgiving Day and Christmas Day are paid holidays 
even though they fall on an unscheduled work day. 

If any of the above-mentioned holidays shall fall on Sunday the succeeding 
Monday shall be deemed the holiday. 

To be entitled to pay for a particular holiday, an employee in all cases must 
have completed his probationary period of thirty (30) days, and have worked 
for the mill within the thirty (30) days immediately preceding the holiday. 

An employee who fails to work his full shift on both the working day before 
and the working day after the holiday shall not receive holiday pay unless he is 
prevented from so working by reasonable cause (including Union business per- 
mitted by this Agreement) or by the fact that he is laid off or on leave of 
absence on such working days. 

Holiday pay shall be eight (8) hours at the employee’s average straight-time 
hourly earnings, from the most recent payroll as it appears on the mill records. 

An employee who works on one of these paid holidays shall be paid at the rate 
of one and one-half times his regular rate for all hours worked in addition to 
his holiday pay. 

F. There shall be an equal division of overtime work in so far as is practical. 


ARTICLE IIT 


WAGES AND WORKING CONDITIONS 
A. Wage Revision 

‘ither party hereto may request a general revision upward or downward in 
rates of pay but such request shall not be made oftener than twice a year. Gen- 
eral revisions in rates of pay shall become effective only on the first Monday 
after the first day of January or the first Monday after the first day of August 
and shall continue in effect until the termination of this agreement unless 
changed by mutual agreement or under the provisions of this paragraph. Re- 
quests for a general revision upward or downward in rates of pay shall be in 
writing and shall be mailed or delivered to the other party not less than thirty 
days prior to the requested revision date. 

Upon the giving of such written notice the parties shall immediately negotiate 
the request and if they are unable to agree within fifteen days after the receipt 
thereof and both parties agree to arbitration, the dispute shall be ‘settled under 
the provisions of Article IX of this agreement. 

However, both parties agree that, should changes in the wage and fringe bene- 
fits pattern of the industry be made by a substantial part of the mills, to imme- 
diately meet and discuss same with the purpose of adopting such changes as are 
required to remain competitive. 
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This section A is inoperative just so long as the Escalator Clause B is in 
effect. 

B. Effective June 30, 1951, and every three months thereafter a Cost-of-Living 
Adjustment equal to le per hour, plus or minus, shall be added to or subtracted 
from, as the case may be, the existing wages of all employees, for each 1.32 
points increase or decrease in the B. L. S. Consumers’ Price Index for Moderate 
income Families in Large Cities—all Items, Old Series, for the period from 
February 15, 1951, to May 15, 1951, and for each three months thereafter. No 
Cost-of-Living Adjustment, however, shall be made which will reduce rates of 
pay below those that were in effect on March 19, 1951, and any such adjustments 
are subject to full compliance with any governmental regulations that may be 
in effect at the time of making such adjustments and to the securing of any 
official approval that may then be required. 

Amounts payable and amounts deductible under the provisions of this para- 
graph shall be incorporated into the base rates and the piece rates, and become 
part of hourly rate. 

C. Transfers 

Employees who are temporarily transferred to work on jobs other than their 
regular occupations shall receive the rates of pay applicable thereto or their 
regular rates, whichever are higher. In the case of a piece rate worker, his 
regular rate shall be his average straight time hourly earnings during the pre- 
ceding six weeks. 

An employee temporarily transferred from one job to another for his own ad- 
vantage in order to prevent him from being laid off or sent home for lack of work, 
shall receive the rate of the new job to which he is transferred. 


D. Equality 


Women employees shall receive the same rates of pay as applied to male em- 
ployees when they perform the same work as is performed by men. 


EB. Shift Premium 
A premium of seven (7) cents per hour shall be paid to all employees subject 


to the terms of this agreement for all hours worked during any regularly sched- 
uled third shift hours. 
F. Reporting Pay 

Any employee who has worked on the next preceding work day and who reports 
for work at the regular hour shall be granted four hours’ work, or if no work is 
available, four hours’ pay, except when lack of work is due to conditions beyond 
the control of the Company. Where an employee has been working for the mill 
regularly he shall be considered as being ordered to report for his next regular 
work day unless prior to quitting time on the work day preceding, notice has been 
given that he shall not report. When an employee has been out of work of his 
own accord he shall not be entitled to reporting pay on the day he returns. The 
Company shall have the right to require any employee entitled to reporting pay to 
perform work other than that regularly performed by him provided that such an 
employee shall be paid at the rate of pay pertaining to such work or at his regular 
rate of pay, whichever is higher. 

ARTICLE IV 


SENIORITY 


A. The Company agrees to furnish the Union with a seniority list for its em- 
ployees, by departments and classifications, in the order of their last date of em- 
ployment, at times mutually agreed to, for the purpose of keeping the list up to 
date. 

B. Seniority, meaning length of continuous service of an employee, shall govern 
in case of the reduction of the number of employees, and in recalling to work em- 
ployees previously laid off as between employees, who are substantially equally 
qualified. This will be on the departmental basis. The rules of seniority shall be 
established in accord with the classifications of the employees for the jobs within 
their respective departments. 

For the purpose of this Article, an employee’s seniority shall not be deemed to 
have been broken by periods of absence from work due to illness with the consent 
of the Company. New employees shall not be entitled to seniority rating until 
they have been in the employ of the Company continuously for a period of thirty 
(30) days. 

C. Leaves of absence of reasonable duration without prejudice to seniority 
status, which shall accumulate, shall be granted in cases of sickness, pregnancy, 
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induction into the Armed Forces, or acceptance of a Union position. Where a 
leave of absence is granted a written statement of its terms shall be filed with 
the Union. 

D. An employee who has not reported for work for a four week period and 
has not presented a doctor’s certificate of inability to work, or has not been 
granted a leave of absence, will be considered no longer an employee of the 
Company. 

If he subsequently returns to work, he may apply for reinstatement of seniority 
provided both the Company and the Union approve his request. 


E. Loca UNION OFFICERS AND SHOP STEWARDS 


It is agreed that for lay-offs and recall purposes only, Local Union Officers and 
Shop Stewards shall during their tenure of office have the highest seniority in 
their respective shifts and departments, notwithstanding any other provisions 
contained in this Article. 

F. To assure flexible, fair, and equitable application of the foregoing seniority 
provision the Company and the Union by mutual agreement from time to time 
may make variations in the application and departure from the strict require- 
ments thereof. 

ARTICLE V 


VACATIONS 


A. All employees in good standing on the payroll of the Company on the last 
Saturday in June in any year during which this Agreement is in effect and who 
have been in the employ of the Company for three (3) months or more, shall 
receive a vacation with pay on the following basis, depending upon length of 
continuous service with the Company : 

1. Employees continuously employed by the Company for one (1) year or more, 
but less than three (3) years, shall receive one (1) week’s vacation with pay. 
The vacation pay will amount to two (2) percent of their total earnings made 
during the twelve (12) months preceding the last Saturday in June of the 
vacation year. 

2. Employees continuously employed for three (3) years, but less than five (5) 
years, shall receive one and one-half weeks’ vacation with pay. The vacation 
pay will amount to three (3) percent of their total earnings made during the 
twelve (12) months preceding the last Saturday in June of the vacation year. 

3. Employees continuously employed for five (5) years or more shall receive 
two (2) weeks’ vacation with pay. The vacation pay will amount to four (4) 
percent of their total earnings made during the twelve (12) months preceding 
the last Saturday in June of the vacation year. 

4. Employees continuously employed for not less than three (3) months, nor 
more than one (1) year, shall receive one week’s vacation with pay. The vaca- 
tion pay will amount to two (2) percent of their earnings from the date of 
their hiring. 

B. Vacation week shall be scheduled during the period between June ist and 
October 1st as the Company shall determine, but the Company shall have the 
right, notwithstanding the foregoing, to refuse to grant a vacation to any or all 
of its employees if it shall become impractical. In the event that the Company 
does refuse to grant a vacation to an employee, such employee shall be entitled 
to receive in addition to all other compensation to which he is entitled the amount 
of the vacation pay which he has earned in accordance with the foregoing for- 
mula; said amount to be paid to him at the time when his vacation would have 
begun except for said action of the Company. The Company agrees to give the 
employees reasonable advance notice of the time for vacations. 

C. For the purposes of this Article, it is agreed that unless an employee has 
been discharged for cause, or unless an employee has voluntarily left the employ 
of the Company, or is absent on leave, he shall be considered “in good standing 
on the payroll” on any given date. 

D. The subject of vacations may be opened for discussion by either party on 
the same terms as the subject of wage revision. 


ARTICLE VI 
PREVAILING RATES OF PAY 


The wages to be paid to the employees covered by this Agreement shall be the 
present rates of pay, as modified during the negotiations preceding the execution 
of this Agreement, a copy of the modifications in rates having been furnished 
to the Union by the Company. 
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ARTICLE VII 
UNION NOTICES 


The Company agrees that the Union shall have the privilege of posting notices 
concerning Union matters, social affairs, elections, international bulletins, and 
other Union affairs, on a special bulletin board in the mill, provided, that such 
notices ure first submitted to and approved by the Company; and the Company 
agrees that its approval of any such notices shall not be unreasonably withheld. 


ARTICLE VIII 
SAFETY AND HEALTH 


The Company shall continue to make reasonable provisions for the safety and 
health of its employees at the mill during hours of employment. 


ARTICLE IX 


GRIEVANCES AND ARBITRATION 


A. Should differences arise between the Company and any of its employees 
covered by this Agreement as to the meaning or application of the provisions of 
this Agreement, which differences shall be first reported to a department com- 
mittee member designated by the Union, both parties agree that an earnest effort 
will be made to settle such differences immediately in the following manner. 

1. By the department Steward with the aggrieved employee and the Overseer: 

2. If not settled within three (3) working days, by the department committee 
member of members and the superintendent ; 

3. If not settled within six (6) working days thereafter, by the general con- 
ference committee and the management (the general conference committee to be 
composed of one (1) member from each department) ; 

4. If not settled within six (6) working days thereafter, by the general con- 
ference committee, a representative or representatives of the 
Union; and the management ; 

5. By referring the matter to an arbitrator, to be agreed upon by the parties. 
If the parties cannot agree upon the arbitrator, then it is agreed that the Amer- 
ican Arbitration Association shall appoint an arbitrator. 
arbitrator shall be final and binding upon the parties hereto. 

B. It is understood and agreed that department committee members and 
other Union representatives shall handle all matters with which they are con- 
cerned, including the receiving of complaints from employees of the Company 
and meetings with representatives of the Company, outside of working hours, 
unless otherwise agreed by the parties. Permission to handle emergency griev- 
ances during working hours shall not be unreasonably withheld. 

C. The expenses of arbitration, if any, under the provisions of this Article 
shall be borne equally by the Company and the Union. 


International 


The decision of the 


ARTICLE X 
DISCHARGES 


A. Full power of discharge and discipline lies with the Company. However, 
it is agreed that this power shal be exercised with justice and with due respect 
to the reasonable rights of the employee. The power to discharge shall be exer- 
cised only through a duly authorized and responsible representative of the Com- 
pany. If the Union, after investigation, finds that an employee has been dis- 
charged without just cause, the matter shall be handled under the provisions of 
the Grievances and Arbitration Clause. All such cases of discharge shall be 
taken up by the Union with the Company within five (5) days from the date of 
such discharge or the employee will be deemed to have waived his rights here- 
under. 

B. The Employer shall, however, have the unquestioned right to discharge all 
employees within a probationary period of thirty (30) days after the commence- 
ment of their employment. 
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ARTICLE XI 
STRIKES 


There shall be no strikes, walk-outs, stoppages, or slowdowns of work by the 
Union or any of its members, nor any lock-outs by the Company, during the life 
of this Agreement. In the event that any employees strike or walk out or 
engage in a stoppage or slow-down of work, the Union agrees that it will imme- ' 
diately order all such employees to return to work, and any employees who q 
engage in such action and fail to comply with the order of the Union within 
twenty-four (24) hours shall be automatically discharged. 

















ARTICLE XII 





INSURANCE BENEFITS 





The insurance benefits now enjoyed by the employees shall be continued as 
at present for the duration of this agreement. Such benefits are as follows: 


ca $1, 000. 00 
Accidental death and dismemberment__.__.........-.__.----_------ 1, 000. 00 
Sickness and accident weekly benefit : 

OE OE OLE LLL TOP LTT CE 17. 50 

ii cacti haan cB iene te kt ek, teeta sO eka tas Bias 7.50 
RAO (DUIGUNR SD, A NTI Di sinecs sts rien jhe 144 nd mins > isd Sh ia ees Lid 150. 00 
Daily hospital attendance___________--_-__ Seth TT thst ah tae tal td 7. 00 
OT ROAR CIIORRES Do inc ati ois nh es eee sees iw . 30 












ArTICE XIII 
AGREEMENTS 


The Company agrees that all employees coming under the terms of this Agree- 
ment shall be supplied with a printed copy thereof. 


ARTICLE XIV 
MANAGEMENT, CONTROL, AND OPERATION 


Subject to the provisions of this Agreement, the Union recognizes that the 
management, control, and operation of the Company’s business and plant are 
exclusively the function of the management. When the Company buys new 
machinery or changes working plan of machinery which might affect workload 
of employees, the Union agrees to cooperate to the fullest extent. If the new 
plan proposed by the Company does not work out to the Union’s satisfaction after 
-areful trial and study, any disagreement with respect thereto shall be settled 
pursuant to the provisions of Article IX. During the trial period the prevailing 
wages of operators will be guaranteed. 



























ARTICLE XV 


DURATION OF CONTRACT 





This agreement shall remain in full force and effect for a period of two (2) 
years, ending on March 15, 1954, and shall continue thereafter from year to year 
in full force and effect unless either party hereto shall give sixty (60) days’ 
written notice prior to the expiration of the said two-year period, or to the 
expiration of any subsequent year, of its desire to modify or terminate the 
Agreement. 
UNITED TEXTILE WORKERS OF AMERICA, A. F. L., 
By FRANK SGAMBATO, International Vice President. 
THE Batic MILLS COMPANY, 
By Wo. W. ALLAN, Evrecutive Vice President. 
COMMITTEE OF LOcAL No. 45, 
WILFRED Fortier. ig 
OscaR BEAUREGARD. 
OvipE St. GERMAIN. 
THOMAS N. HENEAULT, 
SAMUEL A. STAFFORD. 





BALTIC MILus, Batic, Conn., LocaL 45 
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New schedule of wages in effect (includes all cost-of-living adjustment )- 


Sept. 29, 1952 


CARD ROOM 











Per hour | Per week Per hour Per week 
rate 40 hours rate 40 hours 
3d hand aa fighancnhassiare -| $1.46 $58. 40 Lap machine $1. 27 $50, 80 
Offer, epesGGtS.......-e.ncess) LF 5). 80 | Comberman 1. 69 67. 60 
Bale breaker ; re tae 47. 80 Doffers (1) 1.15 46. 00 
Ee RIL D EN 47. 80 Scourer-. 1.15 46. 00 
ONGRIE oo ncouscstnnnnne vine 1. 275 51.00 || Learner : 1.09 43. 80 
a 1. 43 57. 20 || Card grinder, learner 1. 305 52. 20 
Boss grinder (1 Sa .-| 1.69 67. 60 Finisher drawing (2 1. 27 50. 80 
GoteGett GR 225. cnc nnnnnccce 1. 535 61. 40 Baler 1.415 56. 60 
oe Se 1,415 56.60 | Combers: j 
CE I a ts cedenaccneccce? S200 54. 00 Base rate, per comber- 
Lap carrier Seneae ; 1. 215 48. 60 hour 21766 
Roving Ciitiet.......<.6..<<. 1. 21 48. 40 Hank rate, per hank . 14283 
SUPER-DRAFT 
ae ni .¢ | Price per _ 2 .¢ | Price per 
Hank Spindles hank Hank Spindles naa 
3.25 S. I ligt ei as it 144 $0. 6439 4.25 Eg 144 7615 
‘ ft ae 144 . 7446 4.50 Mesa Acala 144 . 7615 
3.26 Et. ccnte atrial is 144 . 7446 4.508. 1 144 7615 
3.25 Ariz ” 144 . 6960 
FINE ROVING 
10.00 Mesa Acala-...........- 204 | 1$1.0458 | 10.00 Blend 3 204 11,0012 
10.00 Mesa Acala. .......-.--- 204 . 9883 | 16.00 Ariz 224 . 9962 
ROS cha ticotkwoxnaaremce 204 . 9328 16.00 Ariz_- 224 11,0252 
URES et. Gabkcdcbescussduceas 204 . 9716 16.00 Ariz__ : a 224 11. 0750 
19.60 Bes ock3i ath nncttgasone 204 Re Tie UES. -nesiasencuas 224 11,0794 
| 
1 Ex. Tw. 
RING SPINNING 
Per > rae k Per Ian vey 
3 hour ee hour as 
rate . rate P ae 
3d hand (2), Ist shift...........- $1. 655 $66. 20 Sweeper (spooler room) $1.15 $46. 00 
3d hand (2), 2d shift_____- .-| 1.655 66.20 | Oiler__- 1.15 46. 00 
Ce eee eee 1. 495 59.80 || Scourer-__- 1.15 46. 0O 
Spindle setter-helper--.-.....--- 1. 26 50.40 || Learner. _-_. a 1. 095 43. 80 
NS Se te atic meats ation denen 1.18 47.20 || Boss scourer (2)___- 1. 26 50. 40 
2 ee ee ee 1. 24 49. 6 Roller cleaner (2) - 1.15 46. 00 
ORG ts Saetdone eon 1.15 46.00 || Roving packer (2) - 1.15 46. 00 
Sweeper st 1.15 46.00 || Bobbin stripper -- 1.15 46. 00 
i eee 1.15 46. 00 
NoTe.—Number spindles Ex. Doff. at $0.00189. 
4 RING SPINNING 
+ 
4 Per Per 
spindle, spindle, 
40 hours 40 hours 
OOS WON cine cernenyn 6s cece da nd enn sees DOD URINE. go ene ccecccecaccecuces . $0. 03122 
OOF WR aiakatembnie Eman -aaecsia Ssacnieahons a © ee no eee eae i a Ba el al . 03122 
OG aka aac dne errant eke temcs cena youn es .03122 | 70s filling. ---- ia a ae iar . 03122 
Fe Wks. neteeana son scetskckes«ceskubd SS oittcn co Sccccn ne een aie ns - .03122 
i a PO ct hgbibe hile serait detente wwe Se eet oe . 03192 
‘= ON Nitin 6 Shela eich nnn amine we as oe . 03122 
ee ier ene einen venennesonenasesore CRE) SPM nn. cca wn cae i - .03122 
Wee Mics 65 baa bees ctecunousadaaccace = CUE y DPN So onic cawsctuencecccencceq . 03122 





190 AMEND FAIR LABOR STANDARDS ACT OF 1938 


New schedule of wages in effect (includes all cost-of-living adjustment)— 
Sept. 29, 1952—Continued 


SPOOLING 


Winding 
Backwinding 
Draper and B. C. spooler 








TWISTING 








2 Per side hour. 





Slasher tenders (3) ---- 
Helper 








DRAWING-IN ROOM 








a | Per Per week, 
ee. | hour | 40 hours 
‘ | rate | 


| 
|_| ——— —_— 


3d Hand (2d shift) ; $61.00 || Drawing-in machine helper (3) - (8 175 $47. 00 
Knotting machine operator . 61.00 || Harnessman 17! 47. 00 
Knotting machine helper ‘ 50.00 || Hand drawing .¢ 53. 80 
Drawing-in machine operator.--| 3. 31é Learners ; 43. 80 





3 Per 1,000 ends with hein wires. 
WEAVE ROOM 


Loomfixers (100 looms) | $1.6 $67.60 || Steamman (box)_...........---- $1. 265 $50. 60 
Loomfixer ‘ 63. 60 | Fillingman (741 looms) we. 50. 60 
NN 55. csi nwa ceseewe ; 60.40 || Bobbinman (1,482 looms)_._-...| 1. : 48. 20 

Do ; £4 54.80 || Scrubbers (741 looms) - ---- : 46. 00 
Spare weaver . 2 50. 00 | Cleaners and oilers (100 looms) _- ; 46. 00 
Smash piecer (500 looms each) - ; 56. 20 ] Battery hands (36 looms) -_---__- . 168 46. 60 
Pickout hand (heavy goods) ___- ; 50.00 || Bobbin machine and helper - - -- . 16! 46. 60 


Shaftsman . 46.00 || Brushing down : | 47.00 
i} 


WEAVING Rete per 


Number of looms: 100,000 picks 
8 40-inch combined battery and weaving 
12 40-inch combined battery and weaving---------------- alia Te intial Sate eee ia te Cee eee 
18 40-inch combined ane and weaving 
24 40- to 45-inch combined battery and weaving (styles 545, 565, 567, and 568) 
18 40-inch weaving only (styles 565 and 567) 
18 45-inch weaving only (styles 545 and 568) 
18 45-inch combined battery and weaving (style 623) 
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New schedule of wages in effect (includes all cost-of-living adjustment)- 
Sept. 29, 1952—Continued 


CLOTH ROOM 


4 
‘4 
3 
E 
' 


Per Per | | Per Per 

















hour | week, | hour week, 
rate 40 hours || rate 40 hours 

| | , | 
Pressman... | $1.28 | $51.20 || Graders (3)... | $1. 21 $48. 40 
Sheets on5s5sces pncaees oa) LBB] 51.20 || Learner--.---- 1. 095 | 43. 80 
Folder (2). --- j} 1.215 48.60 || Floorman- --- 1.15 46. 00 
Trimmers. } 115 46.00 || | 

% Byler ee secede Bal 
MECHANICAL 

au 3 
PID EE. ov dcacnickisdcesae~ $1. 545 | $61.80 || Pipe fitter’s helper (1) $1. 405 $56. 20 
EO itn enenneon 1. 605 64. 20 Painter’s helpers (2) 1. 325 53. 00 
Machinist helper (1).......-..-.| 1.43 | $7.20 || Mason (1) 1. 52 60. 80 
Carmemiits (us ...0...-. 5... | 1.605 | 64. 20 || Elevatormen (2) 1.19 47. 60 
2d carpenters (3) ---.---- <bocdal lee 60.00 || Stock clerks (2) --.--.-. ; 1. 37 54. 80 
I TN iirc Hic enero 1. 605 64.20 || Laborers (2)-_. 1. 205 48. 20 
Electrician’s helper (1)...------| 1.415 | 56.60 || Laborers (2) 1.27 50. 80 
Pipe fitter (1).. .............--] 1.605 64.20 || Laborers... _- 1.15 46. 00 

i | 5 

YARD 

j 7 en ee sew > oe | 

Trushkin. «nk nsda=desnssack | $1.32 | $52.80 || Laborer. .-.........-.- ; $1.15 | $46. 00 


ee ee I 50. 80 | 


AGREEMENT BETWEEN CHARLOTTESVILLE WOOLEN MILLS AND UNITED TEXTILE 
WorKERS OF AMERICA (AFL) ON BEHALF OF ITs LOCAL UNION No. 86 


(Effective March 12, 1951) 


THIS AGREEMENT made and entered into this 26th day of January 1951, by 
and between the Charlottesville Woolen Mills, a corporation of Charlottesville, 
Virginia, hereinafter referred to as the “Company” and the United Textile Work- 
ers of America, A. F. of L., and its Local Union No. 86, with principal offices in 
the City of Washington, District of Columbia, hereinafter referred to as the 
“Union.” 

It being mutually desirable by the above parties to promote cooperation and 
harmony, to formulate rules to govern the relationship between the Union and 
the Company ; now, therefore, the parties hereto agree as follows: 


ARTICLE I 
RECOGNITION 


5 The Company recognizes the Union as the exclusive bargaining agency for all 
i the Company’s production and maintenance employees but excluding all office 
and clerical employees, guards, watchmen, storekeepers, and all supervisory 
employees and executives, with respect to rates of pay, wages, hours of employ- 
ment, and other conditions of employment. 


7 PROBATIONARY PERIOD 


) All new employees hired to fill any of the jobs in the bargaining unit covered 
| by this Agreement shall be considered as probationary employees for the first 
thirty (30) days of their employment and during said thirty (30) days, shall 
uot be covered by this Agreement or derive any rights therefrom. The Company 


may, during such thirty (30) days probationary period, in its discretion dismiss, 
lay off or transfer such employees, whether with or without cause, and no 
grievance shall be filed or claimed on behalf of any of them by the Union for 
or on account of any action of the Company during said thirty (30) day period. 
: Nothing in this Article shall be construed to limit or restrict the Company’s 
Pa rights with respect to probationary weavers. 
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ARTICLE II 
HOURS OF EMPLOYMENT 


(1) Forty (40) hours shall constitute a full workweek. 

(2) Eight (8) hours shall constitute a full workday. 

(3) The workweek shall begin at 7:30 o’clock A. M. on Monday of each week 
and shall end at 7: 29 o’clock A. M. on Monday. 

(4) All hours worked in excess of forty (40) hours in any one workweek, or 
eight (8) hours in any one workday, shall be considered overtime and shall be 
paid for it at the rate of one and one-half (114) times the normal straight-time 
rate of pay. 

(5) Time and one-half shall be paid for work performed on the sixth (6th) 
consecutive day worked in a work week, and double time shall be paid the work 
performed on the seventh (7th) consecutive day worked in a work week. 

In computing the sixth (6th) and seventh (7th) consecutive days of a work 
week, the following days shall be counted as days worked: 

(a) Days or parts of days lost by an employee as a result of injuries (not due 
to employee’s willful misconduct) sustained by an accident arising out of and 
in the course of employment. 

(b) Days or parts of days lost by an employee as a result of his being sent 
home by the Company after being required to report for work or after working 
any part of the day, except where the employee is sent home as a justifiable 
disciplinary measure or because of lack of work beyond the Company’s control 
(such as fire, floods, power failure, hurricanes, etc.). 

(6) There shall be no pyramiding or duplication of overtime or premium pay, 
and it is understood and agreed that no employee shall be paid daily, weekly, 
holiday overtime, or other overtime or premium pay for the same hours, but will 
be paid only one, whichever is the greater amount. 

(7) There shall be paid lunch period of fifteen (15) minutes in accordance 
with present practice (which does not include the Maintenance and Shipping 
Departments). 


ARTICLE IIT 


HOLIDAYS 


(1) The following days shall be observed as paid holidays: New Year's Day, 
Haster Monday, Fourth of July, Labor Day and Thanksgiving Day. 

(2) All employees who have completed the probationary period of thirty (30) 
days and has actually worked for the Company thirty (30) consecutive days 
immediately preceding the holiday shall receive eight (8) straight time hours of 
pay at their regular base hourly rates for each of the above-named holidays, 

(3) An Employee shall not be entitled to holiday pay if he fails to work his 
full shift on both the working day before and the working day after the holiday 
unless he is prevented for reasonable cause from doing so. An employee shall 
be deemed to have been prevented for reasonable cause from working on the 
working day before or the working day after the holiday only if permission for 
the absence shall have first been obtained or the Company shall have been notified 
of the reason for the absence not later than the end of the employee’s next regular 
shift following the absence and shall have approved the absence. 

(4) Whenever any employees are required to work on any of the above named 
holidays, they shall be paid their normal straight time rate of pay for all hours 
worked on the holiday in addition to the eight (8) hours’ holiday pay as provided 
above. 

(5) Employees who are directed to work on a holiday but who fail to report 
shall not receive any holiday pay. 

(6) Whenever any employees are required to work on Christmas Day, they 
shall be paid at the rate of one and one-half (114) times their normal straight 
time rates of pay for all hours worked on said Christmas Day. 

(7) Holidays falling on Sunday shall be observed on the following Monday. 


ARTICLE IV 
VACATIONS 


(1) The Company agrees that during the period June 1 to October 1 in each 
year during the term of this Agreement at a time and in a manner to be deter- 
mined by the Company at its discretion, (however, the Company will conform 
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with the Union Shop Committee before making up the vacation schedule) it will 
give vacation with pay as follows: 

(a) To each employee of the Company on June 1 of the year in which the 
yacation is to be given and who has been in the employ of the Company for 
at least one (1) year but less than five (5) years next prior thereto, and who has 
worked at least one thousand (1,000) hours, during the twelve (12) months next 
preceding such June 1, a vacation of one (1) week. 

(b) To each employee of the Company on June 1 of the year in which the 
vacation is to be given and who has been in the continuous employ of the Com- 
pany for at least five (5) years next prior thereto, and who has worked at least 
one thousand (1,000) hours, during the twelve (12) months next preceding such 
June 1, a vacation of two (2) weeks. 

(2) Vacation pay shall be equal to forty (40) times the base hourly rate of the 
employee in effect at the time vacation is given multiplied by the number of 
weeks to which the employee is entitled. 

(3) If in the opinion of the Company any emergency makes it inadvisable for 
employees to take time off, an amount equal to the vacation pay hereunder shall 
he paid to each employee entitled thereto as provided above on or before July 15. 

(4) The Company further agrees that each employee who is an employee of 

the Company on June 1 of the year in which the vacation is to be given and who 
has been in the employ of the Company for at least six (6) months but for less 
than one (1) year prior thereto, shall receive on or before July 15 a vacation 
honus amounting to two percent (2%) of his total earnings exclusive of overtime 
and premium pay. 
(5) The Company further agrees that each employee who qualifies for a 
yacation of one (1) week under clause (1) (a) above in every respect except 
that he has not met the one thousand (1,000) hours work requirement thereunder 
shall receive on or before July 15 a vacation bonus amounting to two percent 
(2%) of his total earnings exclusive of overtime and premium pay for the 
twelve (12) months preceding said June 1. 

(6) The Compny further agrees that each employee who qualifies for a 
vacation of two (2) weeks under clause (1) (b) above in every respect except 
that he has not met the one thousand (1,000) hours work requirement thereunder 
shall receive on or before July 15 a vacation bonus amounting to four percent 
(4¢,) of his total earnings exclusive of overtime and premium pay for the twelve 
(12) months preceding said June 1. 

(7) Employees who have qualified for vacations or vacation bonuses as above 
and who leave the employ of the Company during the vacation period, June 1 to 
October 1, shall be allowed the vacation or the vacation bonus they have earned. 
imployees who quit or who are discharged for cause forfeit all vacation or 
vacation bonus rights. Vacations will be granted only during vacation period of 
the vear in which they are due and may not be carried over and taken advantage 
of during any following year. 


ARTICLE V 
UNION MEMBERSHIP 


The following clause pertaining to Union membership which is omitted from 
this contract not because the parties hereto are unwilling to agree thereto but 
because they were advised that the Statutes of the State of Virginia prohibited 
its inclusion herein, and it is agreed between the parties that in the event said 
statute be repealed or be declared unconstitutional by the Supreme Court of 
Appeals of Virginia or the Supreme Court of the United States or be held to be 
ineffective by reason of conflict with any Act of Congress, this contract shall 
be deemed to be amended by the inclusion herein of the following language 
effective from the date of such repeal or court decision; privided further, the 
National Labor Relations Board conducts a Union security election in accord- 
wncee with the Labor-Management Relations Act, 1947, and certifies that a ma- 
jority of the eligible employees have authorized the inclusion of the following 
clause: 

All employees who thirty (30) days after the effective date of this clause are 
members of the Union in good standing in accordance with the Constitution 
and By-Laws of the Union, and all employees who thereafter become members, 
shall, as a condition of employment, remain members in good standing for the 
duration of this Agreement. The Union shall promptly furnish the employer 
With a list of its members in good standing as of the thirtieth (30th) day after the 
effective date of this clause, certified by the President and Secretary-Treasurer 
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of the Local Union. If any employee named on that list asserts that he with- 
drew from membership in the Union prior to that day by written notice by 
registered mail to the President of the Local Union No. 86 and a copy to the 
employer, and if any dispute arises regarding said alleged withdrawal or regard- 
ing the interpretation or enforcement of this section, the same shall be settled 
in accordance with the arbitration procedure set forth in this contract. A 
notice mutually agreed upon by the Company and the Union consisting of the 
substance of this section in explanation thereof shall be posted on the bulletin 
boards in the employer’s plant during the thirty (30) day period above specified. 


ARTICLE VI 
CHECKOFF OF UNION DUES 


(1) The Company agrees to deduct initiation fees and Union monthly dues from 
the wages of each employee who shall individually and voluntarily certify to the 
Company, in writing, that he or she authorizes such deductions. 

(2) The Company agrees to deduct initiation fees and Union dues until indi- 
vidual written revocation is delivered by the employee to the Company, notice 
of which will be given to the Union within one (1) week. 

(3) The dues so authorized shall be deducted by the Company and turned 
over to the financial secretary of the Union not later than the 10th of the following 
month. 


(4) No deductions are to be made unless an employee works at least eight (8) 
full working days in a month. 


ARTICLE VII 
SENIORITY 


(1) Employees with thirty (30) days’ service since the date of their last 
employment shall attain a seniority status. Their seniority shall then start from 
the first day of their last employment with the Company. Employees with less 
than thirty (80) days’ service shall be considered probationary employees as 
provided in this Agreement. Seniority shall be accumulated on a departmental 
basis. 

(2) When vacancies occur in any department or when new jobs are created, the 
vacancy shall be posted on the bulletin board by the Company for a period of 
five (5) working days. All interested employees in the department involved 
may then submit their bids for the job by signing their names to the posted notice. 
At the end of the five (5) day period, the Company will notify the Union of the 
names of those who bid for the job. The Company will then award the job to 
the employee in accordance with paragraphs (3) and (4) of this Article. Should 
the Union disagree with the Company’s decision, the issue may be handled under 
the grievance procedure of Article XIII of this Agreement. 

(3) In all cases of increase or decrease of the working force, departmental 
seniority shall govern, provided the employee has the necessary qualifications. 

In all cases of filling job vacancies in the various departments or the plant 
as a whole, seniority as defined above shall govern. 

(4) In the event of a vacancy in any department for which there is no available 
employee in that department who has the necessary qualifications as defined in 
paragraph (3) above, such vacancy will be offered to available employees with 
the necessary qualifications and skill in other departments in accordance with 
pragraph (2) above. The Company shall not be required to offer the job vacancy 
to any employee who does not bid on said vacancy. 

(5) If an employee is transferred from one department to another, then he shall 
retain his seniority in the department from which he has been transferred for a 
period of six (6) months and if at any time during said period he is returned 
to said department by the Company, he shall suffer no loss of seniority thereby. 
After six (6) months have expired, the employee’s seniority in the new depart- 
ment shall govern and date from the date of said employee’s first employment in 
said department. Just prior to the end of said six (6) months period the Com- 
pany shall notify the employee of his new seniority status. 

(6) The Company shall have the sole and exclusive right to make any and 
all promotions to supervisory positions. 

(7) No employee shall lose seniority by reason of layoff due to lack of work or 
illness until he or she has been off the payroll for one (1) year. In case of 
pregnancy, the above period of one (1) year shall be reduced to eight (8) months. 
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Loss of seniority due to layoffs or illness for more than one (1) year may be 
waived by joint agreement of the Company and the Union. An employee who, 
due to lack of work, is placed in or transferred to another department will have 
the seniority status of a new employee in that department; provided, however, 
when work is resumed in his original department, he shall have the right of being 
reinstated to his former job with seniority or lose the right of reinstatement, 
and provided further that the Company shall have the right to insist that said 
employee remain in the new department for a period not to exceed six (6) 
months. 

(8) Seniority shall be lost for any of the following reasons: 

(a) If an employee quits his job. 

(b) If he has been discharged for cause. 

(c) If he fails to report to work at the expiration of any leave of absence 
granted by the Superintendent in writing. 

(d) If and when notified by the employer to report for work, he fails to do so 
within five (5) days after such notification. 

(e) If an employer absents himself from work for three (3) consecutive 
working days without notice, unless prvented from giving notice by good cause. 

(f) If an employee has been off the payroll of the Company for any reason for a 
period of one (1) year or more, or for a period of eight (8) months or more in 
case of pregnancy. 

ArTIcLeE VIII 


UNION NOTICES 


The Company shall provide special bulletin boards and make same available 
for the posting of Union notices. 


ARTICLE IX 
SAFETY AND HEALTH 


The Company shall continue to make reasonable provisions for the safety and 
health of its employees at the mill during the hours of employment. 

Any employee who has served ninety (90) days shall be eligible for the follow- 
ing insurance coverage: 

$1,000.00 Life insurance for male employees 
$500.00 Life insurance for female employees 

The cost of life insurance shall be borne by the company and employees on the 
established basis. 

Hospitalization insurance in accordance with the usual type of policy provid- 
ing payment for hospital room of $7.00 per day, including expenses up to 
$70.00 and surgical expenses up to $200.00. 

Policy in accordance with the foregoing has been made effective as of April 25, 
1949. The cost of this insurance shall be borne one-half by the Company and 
one-half by the employee. 

ARTICLE X 


SICK LEAVE 


Any employee who is unable to work because of sickness shall be paid for the 
time actually lost not exceeding twenty-four (24) hours of working time during 
the term of this contract, provided a certificate of a qualified physician as to 
such disability is furnished the Company, or in lieu thereof an affidavit by the 
employee as to such disability, it being understood that the making of a false 
affidavit shall be grounds for discharge. Unused sick leave may be accumulated 
from year to year to a maximum of six (6) days. 


ARTICLE XI 


OVERTIME 


When overtime work is necessary on regular working days such work shall be 
done by the employees then engaged in the work for which overtime is necessary ; 
overtime work to be done on Saturdays, Sundays, and holidays shall be dis- 
tributed, so as to equalize, so far as may be reasonably practicable, the average 
amounts of overtime made by all the available qualified employees who custom- 
arily do the work for which overtime is available. 
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ARTICLE XII 
MANAGEMENT’S RIGHTS 


The Union recognizes that the management of the plant and the direction of 
the working forces, including, but not limited to, the right to direct and contro! 
operations, to hire, to transfer, and relieve employees for lack of work or other 
legitimate reasons, to suspend or discharge for cause, to maintain efficiency, to 
determine the products to be made and the quality of product and workmanship, 
is vested exclusively in the Company. 

The Union further recognizes that the employees must abide by and be subject 
to the Company’s rules and regulations as now established and as modified by the 
Company from time to time, provided such rules and regulations shall not be in 
conflict with the terms of this Agreement. The Union shall have the right to 
present as a grievance and pursue to arbitration any complaint that said rules 
and regulations are applied in a discriminatory manner. 


ARTICLE XIII 
GRIEVANCES 


(1) In order to establish an orderly procedure for the handling of grievances 
which may properly be taken up under this Agreement, the Union shall elect a 
committee of three (3) in each department. All grievances shall be dealt with 
in the following manner: 

(a) Between the aggrieved employee with or without his shop steward, and 
his immediate supervisor within five (5) days of the occurrence of the grievance 
Unless a grievance is taken up within five (5) days of its occurrence, then said 
grievance shall be deemed to have been waived and abandoned. The parties 
agree to meet within five (5) days after said grievance is brought to the attention 
of his or her immediate supervisor. 

(b) If not settled under (a) above, then the grievance shall be reduced to 
writing and filed with the other party within five (5) days of the occurrence of 
the grievance, and within three (3) days thereafter, shall be taken up between 
the department committee selected by the Union and the overseer or any other 
representatives the Company may designate. 

(c) If not settled under (b) above then the grievance shall be taken up between 
a General Conference Committee, and the Plant Superintendent or any other 
representatives the Company may designate. 

(d) If not settled under (c) above, then the grievance shall be taken up be- 
tween said General Conference Committee, representatives of the United Textile 
Workers of America, if the Union so desires, and the General Manager and any 
other representatives which the Company may wish to designate. 

(e) If not settled under (d) above, then upon written request of either party 
(which request must be filed within ten (10) days from the time that the parties 
reached an impasse under (d) above), an arbitrator shall be agreed to by the 
parties within five (5) days after said written request. If the parties are unable 
to agree on an arbitrator, then the matter shall be referred to an arbitrator se- 
lected by the Voluntary Industrial Tribunal of the American Arbitration Asso- 
ciation. The decision of such arbitrator shall be final and binding upon all 
parties to this Agreement. One-half (14) of the expense of such arbitration 
shall be paid by the Union and one-half (14) by the Company. 

(2) The Union shall immediately notify the Company in writing of the names 
of the employees elected to serve on the department committees and the General 
Conference Committee referred to above, and shall keep the Company informed 
of any changes in the membership of said committees. 

(5) In the event an employee is discharged and feels aggrieved by the action of 
the Company, then this complaint shall be filed in writing with the Plant Super- 
intendent within five (5) days after said discharge, and shall be promptly 
carried through the above applicable provision for the handling of grievances. 
including arbitration, if necessary. If no complaint in writing is filed within 
five (5) days, the Company shall be deemed to have been within its right in the 
discharge of said employee. The Company shall notify the Shop Steward of all 
discharges in his Department. 

If an employee is ordered to be reinstated, back pay may or may not be awarded, 
depending on the facts in the case and the decision of the Arbitrator. In ascer- 
taining back pay, if any, amounts drawn from unemployment compensation and 
amounts earned by said employee shall be deducted. 
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In order to be entitled to back pay, an employee must have made a reasonable 
effort to obtain employment elsewhere, and have been unable to do so. 

(4) Members of the Union Committees shall not lose pay when in attendance 
at meetings called under the steps (a), (b), (c), and (d) above. As far as 
practical all negotiations and handling of grievances shall be taken up outside 
of working hours and at no cost to the Company. When it is not practical griev- 
ances will be taken up during working hours. 


ARTICLE XIV 
WAGES 


(1) It is understood and agreed that there shall be no discrimination in rates 
of pay because of sex. 

(2) The agreed minimum rates of pay for the several classifications are set 
forth in a schedule attached hereto and identified by the signatures of the parties. 

(3) A starting rate for learners shall be 75¢ per hour; said learners shall 
have a training period of twelve (12) weeks. In the event the Wage and Hour 
\dministrator grants the Company a Certificate of Authorization to employ 
learners at subminimum rates, the starting rates of pay for such learners shall be 
the rates established by the Administrator. 

(4) When an employee reports for work and there is no work at his regular 
task or job, unless he has been notified by someone with authority at the end of 
the previous shift not to report, he shall receive four (4) hours’ reporting time 
unless the Company is unable to provide such work because of some emergency 
beyond the Company’s control such as fire, power failure, floods, hurricanes, ete. 
It is further agreed, however, that the Company can temporarily replace the 
employee at work similar in character to the work that he regularly performs or 
any other work, provided, if said other temporary work is of a lower hourly 
rate, and in cases where an employee is placed at a temporary job which pays a 
higher hourly rate, the employee shall receive the rate established for that job. 
By “temporary” work or job is meant work or a job to which an employee is 
assigned for less than thirty (30) days; any work or job to which an employee 
is assigned for thirty (80) days or more shall be considered permanent and shall 
be paid for at the rate established for such work or job. If an employee is 
transferred to another job at his request or accepts a transfer to another job 
to avoid a lay-off, then the rate established for that job shall be applicable 
imipediately. 

(5) The employer agrees that if and when it becomes necessary to lay off an 
entire department notice will be given to the employees of that department as 
lar in advance as the employer may conveniently do so. 

(G) It is agreed that a bonus of four cents (4¢) per hour shall be paid over 
and above their base hourly rate to all employees on the second shift, and a bonus 
of five (5¢) per hour shall bé paid over and above their base hourly rates to all 
employees on the third shift. 

(7) All employees shall be allowed five (5) minutes time for the purpose of 
washing prior to the end of any shift or prior to shutdown for lunch, 


ARTICLE XV 
WORKING ASSIGNMENTS 


It is recognized that the best interests of the Company and of the employees 
require efficient job assignments and that there are necessary and required 
changes from time to time in the operation of a woolen mill by reason of changes 
in the character, kind, and quality of cloth manufactured, and the parties recog- 
nize that changes, including changes in work assignments, incident to the manu 
facture of woolen cloth, must necessarily be made from time to time by the 
Company in its own discretion. 

The Company shall notify the Chairman of the Union Shop Committee when 
they contemplate making said changes. All changes in work loads shall be made 
by the Company in its own discretion, subject however, to the right of the Union 
at the end of a ninety (90) day trial period at which time the Union will have 
the right to discuss with the Company any inequities that may arise as a result 
of said changes in said work loads. Also at the end of said ninety (90) day 
period the Union or any employee affected shall have the right to file a grievance 
under the Grievance and Arbitration machinery provided for in Article XIII. 
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ARTICLE XVI 
RIGHTS OF UNION OFFICERS 


There shall be no discrimination against any officer or member of the Union 
selected to serve the Union. No employee shall lose seniority rights by reasons 
of absence from the plant on Union business. Leaves of absence shall be granted 
without loss of seniority for the performance of duties as representatives or 
delegates of the Union or its affiliated organizations limited to any time to no 
more than two (2) employees as representatives for a period of one (1) year and 
three (3) employees as delegates to any one convention or conference for a period 
of two (2) weeks. It is understood and agreed that the Union will give two (2 
weeks’ notice in writing of such intended leaves of absence to the Company. 


ARTICLE XVII 
STRIKES—STOPPAGES AND LOCKOUTS 


There shall be no strikes or stoppages of work by members of the Union, nor 
any lockouts by the Company, during the life of this Agreement. 


ARTICLE XVIII 
WAGE REOPENING 


It is agreed that either party hereto may request a revision of the existing wage 
seale on or after March 12, 1952, provided sixty (60) days’ prior notice by regis- 
tered mail of such request shall have been given. It is expressly understood and 
agreed that the subject of a general wage increase or decrease shall not be 
subject to arbitration. 


ARTICLE XIX 
TERMINATION AND RENEWAL OF AGREEMENT 


This agreement shall become effective on March 12, 1951, and continue in full 
force and effect until March 12, 1953, unless either party serves notice in writing 
on or before January 12, 1953, or on or before January 12 of any year thereafter, 
of a desire for termination of, or changes in, the Agreement. 

IN WITNESS WHEREOF, the parties hereto, by their undersigned officers 
and representatives, being duly authorized to do so, have hereunto set their hands 
and seals at the place and the date first written above. 


CHARLOTTESVILLE WOOLEN MILLS, 
[SEAL] By (S) H. J. WILKINSON, 


General Manager. 
Witnessed : 


(S) Earle K. Shawe. 
UNITED TEXTILE WORKERS OF AMERICA, 


[SEAL] By (S) ANTHONY VALENTE, 
International President. 
[SEAL] (S) CHartes J. KiIGMaAn. 
LocaL UNION No. 86, 

[SEAL] By (S) Henry Braaa. 

[SEAL] (S) J. F. Marton. 

[SEAL] (S) Otts HaGGaArp. 

[SEAL] (S) MARGARET BICKERS. 


Witnessed : 

(S) Charles Thomas. 
Witnessed : 

(S) Harry Craddock 


SUPPLEMENTAL AGREEMENT 


This supplemental agreement, made and entered into this 13th day of March 
1953, by and between the Charlottesville Woolen Mills, a corporation of Charlot- 
tesville, Va., hereinafter referred to as the “Company,” and United Textile 
Workers of America, A. F. of L., and its Local Union No. 86, with principal 
offices in Washington, D. C., hereinafter referred to as the “Union.” 
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Whereas the parties hereto are parties to a Supplemental Agreement dated and 
effective March 13, 1953, extending an original Agreement dated January 26, 
1951, until March 12, 1956, without change, except as modified therein; and 

Whereas the parties hereto are desirous of appending a further change to the 
original Agreement modified and extended by the Supplemental Agreement of 
March 13, 1953. 

Now, therefore, the parties hereto mutually covenant and agree as follows: 

All employees in the bargaining unit covered by the existing agreements 
between the parties hereto who have been or may be transferred or promoted 
to a job outside the bargaining unit shall have the right to return to their 
positions in the bargaining unit without loss of seniority provided said em- 
ployees were or are members of the Union in good standing at the time of said 
transfer and resume their old jobs in the bargaining unit. During the employ- 
ment of said employees outside the bargaining unit, the union shall grant said 
employees withdrawal cards. 

It is expressly understood and agreed that the parties hereto hereby intend to 
and do dispose of all grievances pending as of the date of this Supplemental 
Agreement involving the rights of employees to return to the bargaining unit 
without loss of seniority. 

This Supplemental Agreement shall be effective as of the 13th day of March 
1953, and shall remain in full force and effect until March 12, 1956, the termi- 
nation date provided in Article XIX of the original Agreement. 

IN WITNESS WHEREOF, the parties hereto, by their undersigned officers 
and representatives, being duly authorized to do so, have hereunto set their hands 
and seals as of the date first written above. 

WITNESSETH: 


CHARLOTTESVILLE WOOLEN MILLS, 
[SEAL] By W. E. Burorp, 
President. 
UNITED TEXTILE WORKERS OF AMERICA, 
[SEAL ] By ANTHONY VALENTE, 
International President. 
[SEAL ] By Luoyp KLENERT, 
International Secretary-Treasurer. 
[SEAL] By JosepH JAcoss, 
International Southern Director. 
LocaL UnIon No. 86, 
[SEAL] By ——— ——, 
President. 
((D), see p. 200.) 
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[From Business Outlook, by J. A. Livingston, in Washington Post, Mar. 6, 1955 
Outreut RIses, EMPLOYMENT [IPs 


Call it technology, productivity, efficiency, automation, know-how, or anything 
you like. It’s here. Industrial production is up 5 percent from a year ago. But 
the number of workers in manufacturing establishments is down 4 percent (see 
chart). 

This is American capitalism in fulfillment. This is the improvement that 
udustry has been striving for ever since the end of the war, increased output 
yer Worker through modern layout of plants, installation of new machinery, 
and a better trained work force. 

You can see how widespread it is—from lumber to metals to textiles—in this 
tuble, which shows year-to-year changes in production and employment. 


Percent change January 
1954 to January 1955 
Industry 


mber and wood products 
, Clay, glass 
nary metals 
ectrical machinery 
chinery (excluding electrical 
insportation equipment ? 
rextile products 
per and products 
emicals 
il and coal products 
tubber products -- 
ther and products 


Total. 


December 19453 to December 1954. 
Auto, aircraft, railroad and ship. 


This is a continuation—a reassertion—of the trend that was interrupted by 
the depression and the war. It is reassurance that our children will some day 
talk about the 40-hour week as we of this generation talk of the 10-hour day, 
G-day week, largely on the hearsay of fathers and grandfathers. That's the 
history of technological progress in the United States. Sut it isn’t always 


mooth, 

Senator Purre.y. That is all I have, and I want to thank you gen- 
tlemen for helping me to seethis picture better. 

Senator McNamara. We also want to thank you for being here, for 
your fine statement. Iam sure it is very helpful to the committee. 

Unless you have something further, the session is adjourned until 
\) o'clock tomorrow morning. 

Mr. VaLente. I just want to say that I thank the committee very 
much for their kind attention. 

(Whereupon, at 12: 10 p. m., the subcommittee adjourned.) 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


WEDNESDAY, APRIL 20, 1955 


Unirep Srates SENATE, 
SUBCOMMITTEE ON Lapor, 
ComMMITTEE ON LaBpor AND Pusiic WELFARE, 
Washington, D. C. 

The subcommittee met at 10 a. m., Chairman Paul H. Douglas, 
presiding. 

Present: Senators Douglas and Smith. Other committee members 
present: Senators Lehman and Allott. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John 8. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator SmirH. The committee will please come to order. Senator 
Douglas, who is chairman of this subcommittee, is delayed a little this 
morning. He asked me if I would open the meeting and start with 
the first witness who I understand is Mr. David Dubinsky, president 
of the International Ladies’ Garment Workers’ Union, appearing on 
behalf of his organization. 

Mr. Dubinsky, we will be glad to hear from you on this important 
subject. Your full statement will appear in the record at this point. 


STATEMENT OF DAVID DUBINSKY, PRESIDENT, INTERNATIONAL 
LADIES’ GARMENT WORKERS’ UNION, A. F. OF L.; ACCOMPANIED 
BY ARTHUR GOLDBERG, COUNSEL, AND LAZAR TEPER, RESEARCH 
DIRECTOR OF ILGWU 


(Mr. Dubinsky’s prepared statement follows :) 


STATEMENT OF DAvip DUBINSKY, PRESIDENT, INTERNATIONAL LADIES’ GARMENT 
WorKERS’ UNION (AFL) 


I am appearing before you today on behalf of the International Ladies’ Gar- 
ment Workers’ Union and our 440,000 members to urge your committee, and 
through you the Congress, to raise the minimum wages by amending the Fair 
Labor Standards Act. I will limit my testimony to this aspect of the proposed 
amendments, in the knowledge that other labor witnesses did and will discuss 
the other revisions in this statute. Specifically, I want to urge your committee 
te recommend an increase in the national minimum wage from 75 cents to $1.25 
an hour. Also I want to urge you to provide an equivalent adjustment, in cents 
per hour, in the prevailing minimum wage rates set by the several wage orders 
tor Puerto Rico and the Virgin Islands. 

The present legal minimum of 75 cents an hour was adopted by Congress 544 
years ago, in 1949. ‘Even at that time, it was recognized that a minimum wage 
of 75 cents an hour was not sufficient to carry out the objectives of the law. 
Even at that time the House Committeee on Education and Labor noted in its 
report that the economy, in 1949, could probably support a minimum wage in 
excess of 75 cents per hour. 
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From January 1950, when the 75-cent minimum became effective, to January 
of this year, the average hourly earnings in manufacturing industries advanced 
by 42 cents an hour, from $1.42 to $1.84. The upward movemnt of wages was, of 
course, not confined to manufacturing. Hourly earnings in wholesale trade rose 
by 44 cents an hour, in bituminous coal by 55 cents, in metal mining by 59 cents 
and in contract construction by 66 cents an hour, to give but a few illustrations. 

Obviously, the legal minimum is designed to protect primarily those workers 
whose bargaining power is the weakest and whose earnings lag behind the gen- 
eral wage movement. The dramatic changes which have occurred in the wage 
levels of American workers thus provide a sound clue to the magnitude of the 
needed revision in the statutory minimum wage. Under these circumstances, 
the establishment of the $1.25 minimum is sound and proper. 

The proposed minimum is also sound in the light of an advance of around 14 
percent which has taken place in living costs since the time the 75 cents was 
made effective, and a rise of some 19 to 20 percent in productivity. If the exist- 
ing Federal minimum were corrected for these factors alone, an increase of 
around 37 percent would be justified, raising the minimum from 75 cents to $1.08 
or $1.04 an hour. This level would assume, however, that 75 cents was a proper 
level at the time of its passage. But as I have already indicated, it was too low 
even then. 

In this light, the proposed $1.25 an hour is not at all unreasonable, particularly 
in view of the fact that even this figure would not make it possible for an average 
American employee, supporting a typical family of four, to maintain even a 
modicum of a decent standard of living. The budgetary studies made by the 
Bureau of Labor Statistics, which priced the amount needed to provide family 
health, worker efficiency, nurture of children and social participation of all 
members of the family reveal, for example, that in the median-cost city, an 
average family requires a minimum income of $4,185 a year. Even if the family’s 
wage-earner had full-time employment and worked 50 weeks in the year, 40 
hours each week, he would have to earn not less than $2.09 an hour to reach 
this minimum amount. A single person, with no family obligations whatsoever, 
would have to earn at least half of this minimum amount to support himself, 
or not less than $1.05 an hour. Interestingly enough, the budgetary investiga- 
tions conducted by 12 States and the District of Columbia on the amount needed 
to maintain a single woman worker on a level of a minimum maintenance or ade- 
quacy shows that in the case of a fully employed person working 50 weeks of 
40 hours each in the course of a year, a minimum income of $1.15 an hour is 
needed in the median case. Of course, this figure, too, assumes the worker has 
no dependents whatsoever. Thus, it is obvious that in terms of the minimum 
economic requirements for the maintenance of minimum living standards, the 
proposed $1.25 minimum wage is both reasonable and desirable. 

The increase which the adoption of this minimum would require in the pay- 
rolls of American industry will be slight. Payrolls in covered employment would 
be affected by only 2.6 percent even though approximately one-fifth of covered 
employees would receive some wage adjustment. In relation to the total payrolls 
of our economy, this adjustment would approximate but one and one-tenth of 1 
percent. 

Admittedly, the adjustments will affect the different segments of the economy 
to a varying extent. In the entire apparel and fabricated textile field, for 
example, it has been estimated that the wage bill may rise by 11.7 percent. In 
the women’s dress industry, for example, the payroll increase would average 
4.4 percent. Yet, even though the different industries would have to meet rela- 
tive adjustments of different magnitude, these would have no adverse effect on 
employment and clearly would not generate any inflationary pressure. Rather, 
the realistic minimum can only benefit the economy by bolstering the purchasing 
power of workers in the lower wage brackets and by strengthening the basis 
for fair competition among employers. In turn, this can only help to spur 
additional output of industry and agriculture and banish the ever-present fears 
about the possible resumption of a business downturn. 

The entire history of minimum wages in this country bears witness to the 
fact that higher minimums do not curtail employment. For example, the earliest 
experience with State minimum wage legislation designed to protect women 
and minors did not have any adverse effect although these orders applied only 
to establishments located within a given State’s boundaries and even then only 
to a segment of the labor force. Thus, a study made by the Women’s Bureau 
concluded with regard to employment of women that “the usual experience has 
been that it continues to increase regardless of whether or not there is minimum- 
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wage legislation, and in the State where the highest minimum was maintained 
over a long period of years women's employment increased considerably more 
than in the country asa whole.” 

It is significant that even where increases in minimums were substantial, no 
adverse effects were discovered. Thus, Frank Pierson, writing in the American 
Economie Review in March 1940 noted: “Where minimum wage rates have 
approximated or exceeded the median level of rates already prevailing, no sig- 
niicant displacement of women workers has thus far been found.” Our own 
observations regarding the operations of State minimum wage orders corroborate 
these findings. And this conclusion is also confirmed by the survey of experience 
with minimum wage orders applicable to the needle trades which was conducted 
by the Wage and Hour Division in 1939. The Illinois Department of Labor 
found no evidence of any curtailment of employment among women and children 
covered by its wage orders. The same experience was reported by Massa- 
chusetts, Rhode Island, California, and New Jersey. 

rhe experience under the various codes of fair competition promulgated 
under the National Industrial Recovery Act was no different, even though 
the minimums provided for the different apparel industries were frequently 
higher than the average wages. For example, in the first half of 1933, prior to 
the adoption of the code, the average hourly earning in the low-wage cottor 
garment industry was only 24.3 cents an hour. The code, however, set the 
minimums at 380 and 32% cents, a level much higher than the average wage in 
that industry. In the first half of the following vear, partly as a result of the 
advance in minimums and in part as a result of union activity, the average went 
up to 37.9 cents an hour, an increase of 56 percent in hourly earnings. At the 
sume time employment rose by nearly 11 percent. 

Let us take another low-wage industry, the one producing infants’ and chil 
dren’s clothes. Prior to the code, in 1933, its average hourly earnings were 25.9 
cents. The code minimums in this case were also set above the level of this 
average, at 30 and 32% cents an hour. In the corresponding 1934 period, the 
Wages in this industry rose to 39.8 cents an hour, or by 54 percent over 1955 
Yet employment increased by 2.4 percent. 

These are not unique cases. They are typical of the NRA experience with 
minimum wages which was also repeated following the passage of the Fair 
Labor Standards Act. In many cases, the 25-cent minimum which became effec 
tive in October 1938, and the 30-cent minimum which came into force a year 
later actually exceeded the average wage paid by many employers to their em- 
ployees at that time. According to the Wage and Hour Division, about 300,000 
workers received increases as a result of the adoption of the 25-cent minimum 
while nearly 1,400,000 benefited by the overtime provisions of the law. The 30 
cent minimum affected almost 700,000 workers through wage increases and nearly 
1,700,000 either through a shorter workweek or through payment of time and a 
half for overtime. Yet, once again, employment was not reduced. Business 
activity continued to advance and an increasing number of workers found jobs 
in covered employment. Thus, for example, employment in manufacturing 
numbered around 7,700,000 at the time the 25-cent minimum became effective. A 
15-percent gain was registered in the course of the following vear, and a gain of 
23 percent in the year following the introduction of the 30-cent minimum 

The original law provided that minimum wages could be raised up to 40 
cents an hour by action of tripartite industry committees. In numerous cases, 
the minimums recommended by these committees required the various branches 
of apparel manufacturing to grant wage adjustments to substantial portions of 
their employees and plants. Thus, for example, the industry committee recom- 
mended the adoption of a 32%4-cent minimum in the manufacture of men’s 
underwear, although the national average wage was only 51.7 cents an hour. 
With 32.2 cents an hour paid in the North and only 27 cents an hour paid in 
the South. The proposed minimum affected 66.7 percent of workers throughout 
the country and 88 percent of workers in the South, bringing in its wake a 
wae bill increase of 11.1 percent for the Nation as a whole and 21% percent 
in the case of the southern plants. But no adverse effect was felt on employment 
It continued to gain, with the Southern States advancing the most. 

In the case of inexpensive dresses which wholesale by the dozen, the average 
hourly earnings in 1939 were 38.5 cents an hour. About one-half of the workers 
actually made less than 35 cents an hour. The prevailing average hourly earn- 
ings in a number of areas were actually lower than 35 cents. Thus, in Penn- 
sylvania, outside the city of Philadelphia, this industry was paying only 32.7 
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cents on the average, while in Illinois, outside of Chicago, the average was 34.1 
cents, in Tennessee, 28.6 cents, although in contrast Texas workers averaged 
34.6 cents and Georgia workers, 35.2 cents an hour. The industry committee 
recommended a 35-cent minimum wage for this line of manufacturing raising 
the total wage bill of this industry by 7.3 percent. In the different States, these 
increases ranged from a low of nine-tenths percent to a high of 26.7 percent. In 
plants which paid an average wage of between 25 and 27% cents an hour, the 
wage bill increase was even greater, averaging 29.8 percent. No curtailment of 
employment occurred. Even in the case of plants most affected by the increase, 
there was actually a net increase in employment. 

These examples, again, illustrate the general experience of our industries, 
that even substantial increases in the legal minimums did not cause any adverse 
effect on employment. This was also the case when the 75-cent minimum was 
adopted. Your committee unquestionably has before it the recent study of the 
Wage and Hour Division which evaluates the results of the 1950 increase in 
minimum wages. Even in the case of the low-wage industries, in low-wage 
sections of the country, the 75-cent minimum appeared to have had only minor 
effects on such variables as employment, plant shutdowns, prices, technological 
change, hiring policies, and overtime work. 

The history of minimum wages thus fully supports the view that the $1.25 
minimum can readily be met by the American economy generally, and more 
specifically by the industries with which I have a close familiarity—the women’s, 
misses’, and children’s garment manufacture. The adoption of this rate would 
have a salutary effect not only on the welfare of workers, but also on the 
welfare of employers. An employer who pays a fair wage to his employees has 
little defense against unfair compensation grounded on the payment of sub- 
standard rates. As aptly stated some time ago by the president of Johnson & 
Johnson, Gen. Robert Wood Johnson: “There can be only one good reason for 
low wages, and that is the competitor who pays them.’ The existence of 
substandard conditions is a constant threat to the welfare of workers employed 
in competing establishments and to the companies themselves. 

Take the case of a firm which manufactured knit underwear in Utica, N. Y.. 
since 1874. During the war years it employed as many as 1,700 workers and 
as late as 1951 as many as 1,100. This was a fair employer, enjoying excellent 
relations with his workers and the union and thoroughly conscious of his respon- 
sibility to the community where the plant operated for so many years. Yet, 
this firm, which paid its workers at an averageof $1.56 an hour, found that it 
was increasingly threatened by competition from low-wage areas. The firm’s 
employment declined and it was losing business. In a desperate effort to balance 
out its costs, the firm decided to open a branch plant in a low-wage area. In this 
way it hoped to maintain its operations in Utica. Yet, even this measure proved 
futile in meeting the pressure of the rising unfair competition. Utica employ- 
ment had to be reduced even further and by the end of 1953 the plant had to be 
shut down. Most of the employees, many with 30 years standing, are jobless 
today, without prospect of other employment because the operations of other 
firms in Utica were similarly undermined by low-wage competition. 

Not every employer, however, shows so much civic pride. Many others de- 
liberately relocate their plants whenever they can find a competitive edge. Take 
the case of an old established company which employed about 400 people in its 
2 Wisconsin factories and an equal number in its Alabama shop. However, it 
found greener fields elsewhere. Wisconsin production was gradually curtailed 
with the last of the workers laid off in December 1954. 

Or take the case of an old established Philadelphia dress manufacturer, in 
business since 1906. When this plant was moved in 1953, its 215 workers lost 
their jobs. At all times Philadelphia operations had been profitable. The com- 
pany preferred, however, to move to a community where local interests provided 
a plant at low cost and also assured a continued supply of cheap labor for whom 
the legal minimum was to be the maximum wage. 

It is such cases that make a fair increase in the Federal minimum essential. 
Labor organizations are not always in the position to raise the wages and 
salaries of underpaid workers. Unscrupulous employers know this only too 
well. The local community pressures which they generate and exploit make the 
problem of improving the workers’ conditions all the more difficult. Yet, the 
good produced in such factories undermine the competitive standing of those 
firms who are doing their best to maintain fair labor standards. It is precisely 
in such cases, when the workers lack the protection of a union, that they need 
to be protected by law. 
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Unfair competition based on law wages is, of course, not confined to any one 
section of the country. Even in communities where high wages prevail, some 
workers are always found working for a pittance, reflecting the basic imperfec- 
tion of the labor market. Workers do not always have the right information 
about the wage rates for their kind of work. They are frequently compelled 
to accept any work under the pressure of material needs. The adoption of a 
sound and going national minimum wage floor would go a long way toward 
remedying this situation, with a decided advantage to everyone. Economic 
srowth, after all, is not conditioned on the existence of low wage levels. Thus, 
for example, between 1947 and 1954, the largest increase in nonagricultural em- 
ployment occurred in the Far West, the region which pays the highest average 
wage in the Nation. The growth was 22 percent, as compared with the advance 
for the country as a whole of only 11 percent and in the Southern States of 
only 16 percent. 

The importance of the $1.25 minimum wage in bolstering the purchasing 
power of wage earners in the lower wage brackets and in minimizing unfair 
competition among employers will go a long way to strengthen our economy. 
Today we are closer to economic normalcy than at any time since the end of the 
Second World War. We are no longer dependent on expansion of defense in- 
dustries to provide more jobs. With over 3 million unemployed and no evi- 
dence that their number will materially decline in the present economic climate, 
it is clear that the Nation can no longer count on labor shortages to protect 
its wage structure. The increase in the Federal minimum to $1.25 an hour will 
insure against the possible deterioration of existing wage standards and will 
lay the basis for continued national prosperity. 

I want now to draw your attention to the collateral problem insofar as the 
minimum wages are concerned—I am referring to the minimum wage standards 
provided under the wage and hour law for Puerto Rico and the Virgin Islands. 
Originally, as you may recall, the Fair Labor Standards Act provided that iden- 
tical minimums shall be applicable to these islands, to the mainland of the 
United States, and the other Territories. However, the excessively low wage 
levels which prevailed at that time in Puerto Rico—with needlework employers 
paying their workers as little as 1, 2, and as high as 3 cents an hour—made the 
acceptance of even 25 and 30 cents an hour difficult. As pointed out in the 1938 
annual report of the Commissioner of Labor of Puerto Rico: “* * * some em- 
ployers in several industries, especially in the needlework industry, started 
at once a campaign to frighten or mislead the workers and to create a general 
unrest.” 

In the face of this unrest, Congress amended the statute in 1940 and provided 
for the establishment of special industry committees, composed of representa- 
tives of industry, labor, and the public both from the mainland and the islands, 
which could set minimum wage rates below the levels provided by law. Con- 
gress, however, specifically instructed these committees to raise the insular 
minimums to mainland levels as rapidly as is economically feasible without 
substantially curtailing employment and without giving local industries a 
competitive advantage over the mainland. 

In 1940, there was some justification for providing this special treatment 
for Puerto Rico and the Virgin Islands. Much of the local production was handi- 
craft in nature. Only to a limited extent was it fully competitive with the main- 
land operations. Furthermore, the excessively depressed wage standards on 
the islands complicated the readjustment process. Thus, for example, the 
economic report of the Wage and Hour Division, submitted to the first special 
industry committee for Puerto Rico, of which I was a member, showed that 
in the 1933-34 period, 83 percent of workers engaged in hand-sewing operations 
received less than 3 cents an hour. The evidence produced at the public hear- 
ings of the committee revealed that in the early part of 1940 these workers were 
paid at an even lower scale. The other needlework employees fared somewhat 
better, averaging around 21 cents an hour. 

Following a review of the problems of the industry, the special committee 
recommended that employees engaged in hand sewing be paid not less than 
121%4 cents an hour and other employees in the needle trades not less than 20 
cents an hour. I was instrumental at that time in setting recommendations for 
Puerto Rican needlework production at these rates, for I sincerely felt that a 
higher minimum wage rate might hurt the island, its workers, and its employers. 
Also, at that time, I felt that in view of the conditions peculiar to the island, 
such minimums would not give producers in Puerto Rico an unfair competitive 
advantage as against the mainland of the United States and yet would leave 
insular industry in a competitive position. 
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The employer representatives who appeared before this industry committee 
were vehement in their claims that any substantial increases in the insular 
minimums were fraught with dire consequences. Thus, one of the outstand- 
ing local employers recommended that a minimum wage rate for hand sewing 
be fixed somewhere between 314 and 4 cents. Let me quote from his testimony : 

“The costs and prices of the Puerto Rican garments you have just seen were 
based on the rates of wages that were paid prior to the enactment of the Fair 
Labor Standards Act. In my opinion, it is quite obvious that those rates cannot 
be increased. I believe that even a very moderate increase would seriously cur- 
tail volume * * *. A substantial increase would either drive the industry from 
the island, or reduce it to the status of a custom-made, or dressmaking industry, 
which would have very little commercial value.” 

Let me also cite the testimony of the spokesman for the local trade association 
who urged that the minimum be fixed at not more than a nickel. This wage, he 
argued, would bring about a 100-percent increase in the average wages and 
would “probably mean the elimination of certain branches of the industry.” 

Needless to say, the die predictions proved to be false. In 19-41, for example, 
the insular needlework industry employed around 20,000 factory and home 
workers. The 12% percent minimum raised the wages of every hand sewer and 
upped their wage bill by over 400 percent. The adoption of the 20-cent minimum 
for the other needleworkers, affected nearly one-half of their number and raised 
their wage bill by 13 percent. No substantial curtailment of employment oc- 
eurred. Employment in 1942 was about the same as in 1941, approximating 
20,000. In 1948, however, it rose by about a third. Today, the insular producers 
of apparel and related products employ over 50,000 workers, exceeding in size 
such important apparel-producing States as Georgia, Kentucky, Missouri, Ten- 
nessee, Texas, and many others and surpassed only by New York, Pennsylvania, 
Massachusetts, New Jersey, California, and Illinois. 

Although the industry committee recommendation for Puerto Rico in 1940 did 
not give the island an unfair competitive advantage, the failure of insular mini- 
mums and average wages to keep pace with mainland minimums has since 
created a growing unfair differential. There were two major contributing causes. 
First, is the fact that the majority of the industry committee memberships has 
consisted of Puerto Rican residents. Puerto Rican public representatives, jointly 
with those who represent the insular industries on such committees, apparently 
have deemed it their primary function to preserve the unfair competitive advan- 
tage for the island and to vote for minimum wages short of those which would 
be proper under the law. 

I want, of course, to make it perfectly clear that IT am not trying in any way 
to cast any reflections on the public members from Puerto Rico. They are men 
of the highest caliber and integrity. Yet, their natural bias has been to protect 
and safeguard the unfair advantage for Puerto Rico. In view of the great pres- 
tige enjoyed on the committees by the public members—since in the final analysis 
it is they, rather than the representatives of industry or labor, who determine 
the final recommendations—their zeal in promoting the industrial development of 
Puerto Rico at any cost hampered the proper committee operation. However, 
by these acts, the Puerto Rican public members no longer act as the true repre- 
sentatives of the public interest dedicated to the enforcement of the congres- 
sional mandate expressed in the Fair Labor Standards Act. It thus has become 
impossible to obtain a minimum wage fair to the island, fair to the mainland. 

[ hope that a serious error which was committed in 1949, at the time when 
the 75-cent minimum was enacted, will not be repeated now inasmuch as it 
helped to increase the unfair competitive edge for Puerto Rico. Although the 
minimum on the mainland was increased from 40 te 75 cents, Congress at that 
time failed to provide for a corresponding adjustment in the then existing mini- 
mums applicable to the islands. The minimum wage in Puerto Rico and the 
Virgin Islands remained untouched, at least until such time as new special 
industry committees were appointed and had a chance to review the rates. 
As a result, workers on the islands suffered gross inequity and ut the same time 
the retention of the lower standards in Puerto Rico sharpened the unfair com- 
petitive advantage of the Puerto Rican industry as against that of the continent. 

I must also note in this connection that inadequate budgetary appropriations 
prevented the Administrator of the Wage and Hour Division from appointing 
either as many special industry committees as were actually needed at any 
one time and from reappointing them with sufficient frequency. This is recog 
nized by the Secretary of Labor. Thus, when he testified before the House 
Appropriations Committee on February 2 of this year, the Secretary specifically 
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noted that there was a need for increasing the number of industry committees 
“in order to counteract the effects of the considerable lag in these islands’ wages, 
compared to the wage changes on the mainland, which has resulted from con 
vening annually only 1 or 2 committees during the past few years. Not only is 
the situation reacting to the detriment of workers in Puerto Rico and the 
Virgin Islands, but it is also resulting in serious competitive problems for in 
dustries on the mainland.” However, the small budget requested by the Secre 
tary, Which would enable the setting up of three industry committees during the 
coming fiscal year, will not be of much help. 

These inadequate appropriations led to a peculiar situation. The Govern 
ment of Puerto Rico, conscious of the undesirable climate generated by the lag 
in the insular minimums, offered last year a subsidy to the United States Govern 
ment to help it meet the cost of the committee operations. A sum of $25,000 
was appropriated to help the United States Department of Labor to operate 
the committees. Thus, last year, the Puerto Rican Government paid the rentals 
for the committee meeting rooms, for the needed janitorial services and for the 
public stenographers and the transcript of the committee proceedings. 

The insufficient frequency with which industry committees have been meet- 
ing and the undue influence exercised on their decisions by the public members 
from Puerto Rico did help to keep the insular minimums down. Let me cite a 
case of one of the needlework industries, as an example, the one that deals with 
fabric gloves. The first minimum wage for this product was established by a 
wage order in February 1941. It provided, in the case of hand-sewing opera 
tious, a Minimum wage of 15 cents an hour. This rate remained in effect until 
January 1, 1945, when it was raised by 3 cents although in the meantime the legal 
minimums on the mainland went up from 30 to 40 cents and general wage levels 
by much more. No further change in this 18-cent minimum took place until 
one year and a half had passed after the 75-cent minimum became law for the 
mainland. Thus, on June 4, 1951, the minimum was advanced by another 3 
cents an hour to 21 cents. When the Special Industry Committee No. 15 for the 
needlework industry convened in January of last year, it recommended, over 
the objections of its employee members, that the 21-cent minimum be raised 
by 1144 cents an hour to 22% cents. You may be interested to know that as of 
this date, 17 months after the committee was appointed and 15 months after 
the recommendation was made, even this insignificant adjustment has not yet 
been put into effect. 

In 1941, the average hourly earnings in the mainland fabric glove industry 
approximated 48 cents an hour. In 1954, this average was $1.25, a gain of 77 
cents. 

In 1941, the legal mainland minimum wage set by the wage order for this 
products was 35 cents an hour. Today, it is 75 cents an hour, an advance of 
4) cents. 

In contrast, during this period, the hand sewers’ minimum wage in Puerto 
Rico was permitted to advance by only 6 cents. If the Wage and Hour 
lyivision will finally promulgate the 221%4-cent minimum, the advance will be 
au munificent 7% cents, from 15 to 22% cents in a 15-year period. 

The case I have cited is one of the more extreme encountered in the Puerto 
Rican needlework industries. It does, however, dramatically illustrate the 
crowing competitive advantage which accrues to the insular manufacturers. 
It further illustrates the second point I want to make with regard to the 
srowing lag between the wages paid in the continental United States and 
in Puerto Rico. On the mainland, the legal minimum is paid to only a frac- 
tion of the workers in any industry. The average worker usually earns much 
more. Even at the time when the legal minimum remains unchanged, wage 
evels do not remain static. This is not the case in Puerto Rico. The labor 
Inovement on the island is weak. Overpopulation supplies a ready reservoir of 
the nnemployed only too willing to accept any wage. Employers know this, 
and in consequence keep the wages of all their workers close to the legal mini- 
Mums. The minimum wage in fact tends to become the average wage. In the 
case Of hand sewers on fabric gloves, the minimum wage is the average wage 
with a 21-cent minimum, the average is 21.1 cents an hour. 

Lest any newcomer to the island does not know the rule, the government of 
’nerto Rico lets him know. Thus, its official publication Puerto Rico’s Potential 
as a Site for Textile, Apparel and Other Industries proclaims that “Generally 
average wages paid by Puerto Rico industries subject to minimum wage orders 
are very close to legal minimums. 
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Let me give you a few examples utilizing the data compiled by the Wage and 
Hour Division. The current legal minimum wage for corde and bonnaz em- 
broidery is 36 cents an hour. The average wage is only 39% cents. In bullion 
embroidery, with a 35-cent minimum, the average wage is 35.8 cents. In the 
children’s dresses, with a minimum of 28 cents for hand-sewing operations, the 
average wage is only 28.8 cents an hour, while where a minimum is 31 cents an 
hour for other operations the corresponding average is 34.7 cents. 

These typical figures offer a clear idea of the insular labor conditions. They 
portray a classic situation in which overpopulation creates premanent unemploy- 
ment. Keen competition for jobs hampers the development of labor organizations 
and helps to perpetuate low wages except when these are modified by Govern- 
ment intervention. It matters not whether the industrial efficiency is rising, 
whether the industry can afford to improve its worker’s pay—wage levels con- 
tinue to hug the legal minimums. 

As long as the wage levels in Puerto Rico are held back, the insular industry 
gains an increasing unfair competitive advantage. Take the case of the ap- 
parel industry. In 1939, when the mainland firms paid an average wage of 
53 cents an hour, the corresponding wage in the apparel factories of Puerto 
Rico was 17 cents an hour. The wage differential in favor of Puerto Rico was 
36 cents an hour at that time. By 1944, this differential had gone up to 60 cents 
an hour. In September of last year this differential rose to 96 cents an hour, 
with Puerto Rican factories paying an average of 40 cents in the face of 
an average of $1.36 in the continental United States. 

The growing unfair competitive advantage of Puerto Rico as against the main- 
land is also evident in any other insular industry or for all industries combined. 
In the case of all manufacturing, for example, Puerto Rico had a 44-cent edge 
for each hour of labor in 1939, a 74-cent edge in 1944, and a $1.31 edge in 
September 1954. These figures are highly revealing, even if account is taken 
of the different composition of the mainland and the insular industries. 

Let me illustrate how unfair competitive advantages offered by the low mini- 
mum wage standards in Puerto Rico spurs on industrial growth to the detri- 
ment of the mainland. Prior to 1948, brassiere manufacture was unknown in 
Puerto Rico. It was in 1948, however, that the first mainland company started 
its operations there, paying its workers the legally required minimum wage of 
24 cents an hour. The growth was rapid from then on. By the time the Special 
Industry Committee met in 1950, there were 6 factories in operation, employing 
about 600 workers. When the matter of raising the minimum came up for dis- 
cussion, it was fought bitterly. The original and the largest firm took the lead 
in opposing any upward revision in the rate, urging under oath that in the event 
of any increase the company would have to abandon the island. Partly swayed 
by this testimony, the committee recommended a minimum of only 33 cents. 
Despite the continued opposition of the industry, the Administrator of the Wage 
and Hour Division approved this rate. 

No curtailment of employment occurred. Instead, the prime mover in the 
fight expanded the number of its plants to 6 and increased its employment from 
350 in 1950 to over 1,300 in 1954, a mere matter of 270 percent. 

Nor did the higher minimums stop any other firms from opening new branches 
in Puerto Rico. The 1954 total employment of over 3,000 workers in this insular 
industry represented a 400-percent gain over 1950. 

Although the evidence in the record showed that the piece rates paid by the 
principal producer on the island were approximately one-third of what the same 
company paid its mainland workers, the finished brassieres were sold in the 
domestic markets at the same prices as those made on the continent. Opera- 
tions were profitable. The data gathered by the Wage and Hour Division from 
the records of the Puerto Rican Tax Department showed that this insular in- 
dustry was making a net profit of 34 percent on the sales dollar, all tax free, I 
should add, free of Federal taxes and free of all the insular taxes. No such 
profitability has ever been known in the brassiere manufacturing industry on 
the mainland. Even in its most prosperous war years, mainland firms averaged 
only 314 percent on the sales dollar. 

The Special Industry Committee No. 15, which met last year—I was a mem- 
ber of that committee—recommended, over the objections of its labor members, 
a 55-cent minimum wage for this industry. It became effective on November 8 
of last year. Even though this wage continued to yield an unfair competitive 
advantage to this Puerto Rican industry, the major employer fought this mini- 
mum as unreasonable and threatened to transfer its operations to Japan just as 
in the years gone by other employers threatened to move their operations to the 
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Philippines. They continue to operate on the island and pay the higher mini- 
mum wage rate. Today, the employment in the brassiere industry in Puerto 
Rico is at a new high. Approximately 4,000 employees are at work turning out 
about a fifth of the total national output. While Puerto Rican shops expanded, 
however, no similar gains were made on the continent. 

The nature of expansion in this industry illustrates the effect of unfair com- 
petition. It would grow all the more severe after the mainland minimum wage 
is raised. It is not insignificant that even an unorganized concern from Georgia 
found it desirable to expand its operations not close to home but in Puerto Rico, 
first by opening one factory there in 1952, and then another after the 55-cent 
minimum was recommended. 

he story of the brassiere industry is about to be duplicated by the knitting 
mills producing sweaters and similar garments. In 1949, this industry in Puerto 
Rico had less than 200 employees. By October of last year these numbered 
1,355. The reasons for this expansion were made obvious by one of the employer 
witnesses who had prior experience in both the northern and southern mainland 
operations in this field. When questioned about the possible costs his firm would 
incur if it would have opened its plant in the Southern States, he frankly an- 
swered: “But we wouldn’t want to open a plant down there,” further explaining 
that they would not do so “because it would cost us too much to get started,” 
and further elaborating: “It would cost me more money to start there. It 
would be more logical to open it in Puerto Rico.” 

The unfair competitive advantage brought about by wage differentials is a 
distinct threat to mainland employers in all sections of the Nation, in every 
industry. I am sure that it is not the intention of either your committee or of 
the Congress of the United States to permit this situation to go uncorrected. 
This is why I recommend that at the time the Fair Labor Standards Act is 
amended and the existing 75-cent minimum is raised, an identical increase in 
cents per hour be simultaneously applied to all of the minimum wage rates pro- 
mulgated by the wage orders for the insular industries. Thus, if the 75-cent 
minimum rate is raised to $1.25 an hour, that is by 50 cents, all the existing 
legal minimum wage rates in Puerto Rico and the Virgin Islands should also 
be increased by 50 cents an hour. The present differentials between the insular 
and the mainland minimums would thus be preserved. At the same time, the 
differentials in average wages between the lowest-wage plants on the mainland, 
those whose average wages barely exceed the present 75-cent minimum, and 
the establishments in the same industries on the islands, would also remain 
substantially intact. Such action would minimize the unfair competitive ad- 
vantages enjoyed by the low-wage mainland establishments as against those of 
their mainland competitors who pay higher wages, and would at the same time 
apply with similar force to Puerto Rico and the Virgin Islands. This revision 
in the present minimums would prevent the existing wage differentials from 
becoming greater after the minimum is raised on the continent. It would, at 
the same time, leave the insular industries with a sufficient margin to allow them 
to prosper and‘expand. 

I do not want to create an impression that I am interested in stifling the 
economic development and growth of Puerto Rico. This was never my intention 
in the past, nor is it now. I did not hesitate to vote for a 12%4- and 20-cent mini- 
mum wage for the insular needlework industries when I was convinced that such 
rates were called for to preserve employment. Nor did I at any time attempt to 
stop any company under union contract with us from opening a branch plant in 
Puerto Rico even though they were obligated under these agreements to produce 
all of their work in factories under contract with our union. A good case in 
point is provided by the brassiere industry on the island. The largest number 
of such factories in Puerto Rico are affiliates of mainland concerns under con- 
tract with our union. Yet, at no time have we even attempted in any way to 
invoke the clause of our agreements, as we have the full right to do, to bring 
the work back to organized shops on the mainland. 

Nor am I opposed in principle to the proposition that some differential in mini- 
mum wage rates between Puerto Rico and the Virgin Islands and the rest of the 
United States may be justified. However, I.am firmly opposed, as I am sure you 
are, to permitting these islands to disrupt mainland industrial operations. Their 
wage advantage is, of course, compounded also by other factors. Employers in 
Puerto Rico do not pay unemployment insurance taxes. They do not provide for 
their employees paid holidays or the type of health, welfare, vacation, and retire- 
ment benefits which are becoming increasingly standard elsewhere throughout the 
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Nation. Nor are they subject to Federal income taxes, whether personal or cor- 
porate. An additional competitive advantage to the Puerto Rican operation was 
created by the insular law passed in 1948 and thereafter extended which provided 
u tax holiday to new businesses in Puerto Rico, with exemptions from income 
tux, license fees, excise taxes, property taxes, as well as other municipal taxes. 

Puerto Rico is doing its best te attract industry through wide publicity it gives 
to its advantages—low wages and no taxes. American firms are urged to take 
advantage of what Senator Bennett, of Utah, in his speech before the Senate on 
February 8, 1954, described as “a taxless Eden.” I fully share Senator Bennett's 
fears that the existing situation is fraught with danger. The climate on the 
island is such as to make it most attractive to runaway plants even though 
Governor Mufioz has repeatedly claimed that Puerto Rico does not want runaway 
industry, and I do not doubt his sincerity. 

But runaways do come to the island and they do get tax exemptions. Let me 
give vou but one case of the several known to me. Following several months of 
organizational work, and despite employer interference, one of our local unions 
succeeded in organizing a factory producing embroidery on ladies’ undergar- 
wents. <A collective-bargaining agreement was signed to run through August 
1955. About a year after the plant was organized, it closed its doors, left its 
workers jobless, and moved to Puerto Rico where it opened shop under a dif- 
ferent name. It gained both the low wages and the tax exemption. The terms 
of the tax exemption granted to this firm state: “It appears from the testimony 
presented that the establishment of the business for which exemption is sought 
will not have any substantially adverse effect on any related industrial unit in 
the United States in which the grantee may have an interest.” Of course, the 
grantee merely walked out on his mainland obligations and on his SO employees. 
In this instance, he even failed to pay the sum of $572 which he owed to the 
union health and welfare fund operated for his workers’ benefit. 

With the passage of the higher minimum wage, as I have previously indicated, 
the competitive threat from Puerto Rico will increase. The nature of the spec- 
ial industry committee operations, and the slowness with which their recom- 
mendations find their way into wage orders will not help—in the case of 10 com- 
mittees appointed since 1949 it has taken up to 19 months from the date of the 
committee appointment to the effective date of the final wage orders, and this 
without counting those recommendations which were disapproved and had to be 
referred to a new committee in which case the delays were even longer. Toa 
considerable degree, the procedure of the committees and the composition of 
their memberships can be changed under the existing law by administrative 
action, although in my opinion this may be best achieved by an amendment to 
the law. But even under the best of circumstances, industry committees, when 
properly financed, should be used to supplement the action which I urge your 
committee to recommend to the Congress: the raising of the existing insular 
minimums by the same number of cents per hour as the 75-cent minimum will 
bear to the new rate. 

This action will benefit the mainland. It will benefit the islands by increasing 
the purchasing power of their people and by granting to the insular workers the 
wage adjustments to which they have been long entitled but which were denied 
to them up to now. 


Mr. Duprnsky. Senator, in accordance with the request of the chair- 
man of this subcommittee, I have previously submitted copies of my 
statement. I do not intend to read this statement in full. May I 
suggest that it become part of the record ? 

Senator Smiriu. That is correct; your full statement will be a part 
of the record. 

Mr. Dupinsky. Senator, I am appearing before you today on be- 
half of the International Ladies’ Garment Workers’ Union and our 
440,000 members to urge your committee, and through you the Con- 
gress, to raise the minimum wages by amending the Fair Labor Stan- 
dards Act. I will limit my testimony to this aspect of the proposed 
amendments, in the knowledge that other labor witnesses did and will 
discuss the other revisions in this statute. Specifically, I want to urge 
your committee to recommend an increase in the national minimum 
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wage from 75 cents to $1.25 an hour. Also, I want to urge you to pro- 
vide an equivalent adjustment, in cents per hour, in the prevailing 
minimum wage rates set by the several wage orders for Puerto Rico 
and the Virgin Islands. 

The present legal minimum of 75 cents an hour was adopted by 
Congrests five and a half vears ago, in 1949. Even at that time it was 
rec ognized that a minimum wage of 75 cents an hour was not sufficient 
to carry out the objectives of the law. Even at that time the House 
committee on Education and Labor noted in its report that the econ. 
omy, in 1949, could probably support a minimum wage in excess of 7 
cents per hour. 

From January 1950, when the 75-cent minimum became effective 
to January of this year, the average hourly earnings in manufacturing 
industries advanced by 42 cents an hour, from $1.42 to $1.84. 

The dramatic changes which have occurred in the wage levels of 
American workers provide a sound clue to the needed revision in the 

statutory minimum wage. Under these circumstances, the establish- 
ment of the $1.25 minimum is sound and proper. 

The proposed minimum is also sound in - light of an advance of 
around 14 percent which has taken place in living costs and a rise 
of some 19 to 20 percent in productivity since the time the 75 cents 
was made effective. If the existing Federal minimum were corrected 
for these factors alone, an increase of around 37 percent would be 
justified, raising the minimum from 75 cents an hour to $1.03 or $1.04 
an hour. This level would assume, however, that 75 cents was a 
proper level at the time of its passage. But, as I have already indi- 
cated, it was too low even then. 

The proposed minimum is inadequate even for the maintenance of 
a very low living standard. The budgetary investigations conducted 
by 12 States and the District of ( ‘olumbia on the amount needed to 
maintain a single woman worker on a level of minimum maintenance 
or adequacy show, for example, that in the median case a fully 
employed person working 50 weeks of 40 hours each in the course of 
a year needs a minimum income of $1.15 an hour. I am speaking 
here of an individual worker who is self- supporting and has no de- 

pendents whatsoever. Thus, it is obvious that in terms of the 
aisle economic requirements for the maintenance of minimum 
living standards, the proposed $1.25 minimum wage is both reasonable 
and desirable. I will amplify this point later on. 

The increase which the adoption of this minimum would require 
in the payrolls of American industry will be slight. Payrolls in 
covered employment would be increased by only 2.6 percent. In 
relation to the total payrolls of our economy, this adjustment would 
xpproximate but 1.1 percent. 

The entire history of minimum wages in this country bears witness 
to the fact that higher minimums do not curtail employment. For 
example, the e: arliest experience with State minimum wage legislation 
designed to protect women and minors proved that such ‘laws did not 
have any adverse effect. The experience under the various codes of 
fair competition under the National Industrial Recovery Act was no 
(ifferent, even though the minimums provided for the different ap- 
parel industries were frequently higher than the average wages. 
For example, in the first half of 1933. prior to the adoption of the 
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code, average hourly earnings in the low-wage cotton garment indus- 
try were only 24.3 cents an hour. The code, however, set the mini- 
mums at 30 and 3214 cents, a level much higher than the average wage 
in that industry. In the first half of the following year, partly as a 
result of the advance in minimums and in part as a result of union 
activity, the average went up to 37.9 cents an hour, an increase of 
56 percent in hourly earnings. At the same time employment rose by 
nearly 11 percent. 

Let us take another low-wage industry, the one producing infants’ 
and children’s clothes. Prior to the code, in 1933, its average hourly 
earnings were 25.9 cents. The code minimums in this case were also 
set above the level of this average, at 30 and 3214 cents an hour. In 
the corresponding 1934 period the wages in this industry rose to 39.8 
cents an hour, or by 54 percent over 1933. Yet employment increased 
by 2.4 percent. 

These are not unique cases. They are typical of the NRA experience 
with minimum wages which was also repeated following the passage 
of the Fair Labor Standards Act. 

Let me cite some examples from the apparel industry. The original 
law provided that minimum wages could be raised up to 40 cents an 
hour by action of tripartite industry committees. In numerous cases 
the minimums recommended by these committees required the various 
branches of apparel manufacturing to grant wage adjustments to sub- 
stantial portions of their employees and plants. Thus, for example, 
the industry committee recommended the adoption of a 3214-cent 
minimum in the manufacture of men’s underwear although the na- 
tional average wage was only 31.7 cents an hour, with 32.2 cents an 
hour paid in the North and only 27 cents an hour paid in the South. 
The proposed minimum affected 66.7 percent of workers throughout 
the country, and 88 percent of workers in the South, bringing in its 
wake a wage bill increase of 11.1 percent for the Nation as a whole, 
and 211% percent in the case of the southern plants. But no adverse 
effect was felt on emploment. It continued to gain, with the South- 
ern States advancing the most. 

In the case of inexpensive dresses, which wholesale by the dozen, the 
average hourly earnings in 1939 were 38.5 cents an hour. 

Senator Smiru. That is 1938? 

Mr. Dupinsky. No, it is 1939. 

About one-half of the workers actually made less than 35 cents an 
hour.’ The prevailing average hourly wage in a number of areas was 
actually lower than 35 cents. Thus in Pennsylvania, out side the city 
of Philadelphia, this industry was paying only 32.7 cents on the aver- 
age. In Illinois, outside of Chicago, the average was 34.1 cents and 
in Tennessee, 28.6 cents. In contrast, Texas workers averaged 34.6 
cents and Georgia workers 35.2 cents an hour. The industry com- 
mittee recommended a 35-cent minimum wage for this line of manu- 
facturing raising the total wage bill of this industry by 7.3 percent. 
In the different States these increases ranged from a low of 0.9 percent 
to a high of 26.7 percent. In plants which paid an average wage of 
between 25 and 2714 cents an hour, the wage bill increase was even 
greater, averaging 29.8 percent. No curtailment of employment oc- 
curred. Even in the case of plants most affected by the increase there 
was actually a net increase in employment. 
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These examples, again, illustrate the general experience of our in- 
dustries, that even substantial increases in the legal minimums did 
not have any adverse effect on employment. This was also the case 
when the 75-cent minimum was adopted. Your committee unques- 
tionably has before it the recent study of the Wage and Hour Division 
which evaluates the results of the 1950 increase in minimum wages. 
Even in the case of the low-wage industries, in low-wage sections of 
the country, the 75-cent minimum— 


appeared to have had only minor effects on such variables as employment, plant 
shut-downs, prices, technological change, hiring policies, and overtime work. 

The history of minimum wages thus fully supports the view that 
the $1.25 minimum can readily be met by the American economy 
generally, and more specifically by the industries with which I have 
a close familiarity, those engaged in women’s, misses’, and children’s 
garment manufacturing. The adoption of this rate would have a sal- 
tary effect not only on the welfare of workers, but also on the welfare 
of employers. 

On the other hand, the existence of substandard wages is a constant 
threat to the welfare of workers employed in the higher wage com- 
peting establishments, and to the companies themselves. 

Let me give you a few examples. Take the case of a firm which 
manufactured knit underwear in Utica, N. Y., since 1874. During the 
war years it employed as many as 1,700 workers, and as late as 1951 
as many as 1,100. This was a fair employer, enjoying excellent rela- 
tions with his workers and the union, and thoroughly conscious of 
his responsibility to the community where the plant operated for so 
many years. Yet this firm, which paid its workers an average of 
$1.56 an hour, found that it was increasingly threatened by competi- 
tion from low-wage areas. The firm’s employment declined and it 
was losing business. In a desperate effort to balance out its costs the 
firm decided to open a branch plant in a low-wage area. In this way 
it hoped to maintain its operations in Utica. Yet, even this measure 
proved futile in meeting the pressure of the increasing unfair com- 
petition. Utica employment had to be reduced even further, and by 
the end of 1953 the plant had to be shut down. Most of the employ- 
ees, many with 30 years’ standing, are jobless today, without prospect 
of other employment, because the operations of other firms in Utica 
were similarly undermined by low-wage competition. 

Not every employer, however, shows so much civic pride. Many 
others deliberately relocate their plants whenever they can find a 
competitive edge. Take the case of an old established company which 
employed about 400 people in its 2 Wisconsin factories, and an equal 
number in its Alabama shop. It found greener fields elsewhere. Wis- 
consin production was seating curtailed with the last of the workers 
laid off in December 1954. 

Or take the case of an old established Philadelphia dress manufac- 
turer, in business since 1906. When this plant was moved in 1953 its 
215 workers lost their jobs. At all times Philadelphia operations had 
been profitable. The company preferred, however, to move to a com- 
munity where local interests provided a plant at low cost, and also 
wssured a continued supply of cheap labor for whom the legal min- 
imum was to be the maximum wage. 
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It is such cases that make a fair increase in the Federal minimum 
essential. Labor organizations are not always in a position to im- 
prove the wages and salaries of underpaid workers. Unscrupulous 
employers know this only too well. The local community pressures 
which they generate and exploit make the problem of improving the 
workers’ conditions all the more difficult. Yet the goods produced i in 
such factories undermine the competitive standing of those firms who 
are doing their best to maintain fair labor standards. It is precisely 
in such cases, when the workers lack the protection of a union, that 
they need to be protected by law. 

Unfair competition based on low wages is, of course, not confined to 
any one section of the country. Even in communities where high 
wages prevail, some workers are always found working for a pittance, 
reflecting the basic imperfection of the labor market. “Workers do not 
always have the right information about the wage rates for their kind 
of work. They are frequently compelled to accept any work under 
the pressure of material needs. The adoption of a sound and going 
national minimum wage floor would go a long way toward remedying 
this situation, with a decided advantage to everyone. Economic 
growth, after all, is not conditioned on the existence of low wage 
levels. Thus, for example, between 1947 and 1954 the largest in- 
crease in nonagricultural employment occurred in the ms ar West, the 
region which pays the highest average wage in the Nation. The 
erowth was 22 percent, as compared with an advance for the country 
as a whole of only 11 percent, and in the Southern States of 16 percent. 

The $1.25 minimum wage, in bolstering the purchasing power of 
wage earners in the lower wage brac ‘kets and in minimizing unfair 
competition among employers, ‘will go a long way toward strengthen- 
ing our economy. ‘Today we are closer to economic nor maley than at 
any time since the end of the Second World War. We are no longer 
dependent on expansion of defense industries to provide more jobs. 
With over 3 million unemployed, and no evidence that their number 
will materially decline in the present economic climate, it is clear that 
the Nation can no longer count on labor shortages to protect its wage 
structure. The increase in the Federal minimum to $1.25 an hour 
will insure against the possible deterioration of existing wage stand- 
ards, and will lay the basis for continued national prosperity. 

I want now to draw your attention to the collateral problem insofar 
as the minimum wages are concerned—I am referring to the minimum 
wage standards provided under the wage and hour law for Puerto 
Rico and the Virgin Islands. Originally, as you may recall, the Fair 
Labor Standards Act provided identical minimums for these islands, 
the mainland of the United States, and the other Territories. How- 
ever, the excessively low wage levels which prevailed at that time in 
Puerto Rico, with needlework employers paying their workers as little 
as 1 and 2 cents an hour, and as high as 3 cents an hour, made the 
acceptance of even 25 and 30 cents an hour difficult. 

As pointed out in the 1938 annual report of the Commissioner of 
Labor of Puerto Rico— 
some employers in several industries, especially in the needlework industry, 


started at once a campaign to frighten or mislead the workers and to create a 
general unrest. 
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In the face of this unrest, Congress amended the statute in 1940 and 
provided for the establishment of special industry committees, com- 
posed of industry, labor, and public representatives both from the 
mainland and the islands, which could set minimum wage rates below 
the levels provided by law. Congress, however, specific “ally instructed 
these committees to raise the insular minimums to mainland levels as 
rapidly as economically feasible without substantially curtailing em 
ployment and without giving local industries a competitive advantage 
wee the mainland. 

In 1940 there was some justification for providing this special treat 
ment for Puerto Rico and the Virgin Islands. Much of the local 
production was handicraft in nature. Only to a limited extent was 
it fully competitive with mainland operations. Furthermore, the 
excessively depressed wage standards on the islands complicated the 
readjustment process. Thus, for example, the economic report of the 
Wage and Hour Division, submitted to the first special industry com- 
mittee for Puerto Rico, of which I was a member, showed that in the 
1933-34 period, 83 percent of workers engaged in hand-sewing opera- 
tions received less than 3 cents an hour. I remember the statistics 
submitted by the Government at that time. These indicated that the 
average was around 2 cents an hour. The other needlework employ- 
ees, mostly employed in factories, fared somewhat better, averaging 
around 21 cents an hour. 

After reviewing the problems of the industry, the special commit- 
(ee recommended that employees engaged in hand sewing be paid not 
less than 121% cents an hour, and other employees in the needle trades 
not less than 20 cents an hour. I was instrumental at that time in 
setting recommendations for Puerto Rican needlework production at 
these rates, although the prevailing mainland minimums were 35 and 
40 cents an hour. I sincerely felt that a higher minimum wage rate 
might hurt the island and its workers and its employers. 

You might be interested to know that Bishop Francis T. Haas was 
chairman of the committee, representing the public. 

The employer representatives who appeared before the industry 
committee were vehement in their claims that any substantial in- 
creases in the insular minimums would bring dire consequences. 

Senator Smiru. Mr. Dubinsky, I am sorry to say I have been 
called by the Foreign Relations Committee, which is an important 
committee having heari ings this morning on amendments to the United 
Nations Charter. I will ask Senator Lehman if he will continue with 
the hearings. I must leave. 

Mr. Dusrnsxy. You are leaving here my most faverite Senator, 
by the way. 

Needless to say, the dire predictions proved to be false. In 1941, 
for example, the insular needlework industry employed around 20,000 
factory and homeworkers. The 1214-cent minimum raised the wages 
of every hand sewer and upped their wage bill by over 400 percent. 
The adoption of the 20-cent minimum for the other needleworkers 
brought increases to nearly one-half of their number and raised their 
total wage bill by 13 percent. No substantial curtailment of employ- 
ment occurred. Employment in 1942 was about the same as in 1941, 
approximately 20,000. In 1943, however, employment rose by about 
one-third. Today the insular producers of apparel and related prod- 
62569—55—pt. 1——16 
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ucts employ over 50,000 workers, exceeding in size such important 
apparel-producing States as Georgia, Kentucky, Missouri, ‘Tennes- 
see, Texas, and many others, and surpassed only by New York, Penn- 
sylvania, Massachusetts, New Jersey, California, and Illinois. 

Although the industry committee recommendation for Puerto Rico 
in 1940 did not give the island an unfair competitive advantage, the 
failure of insular minimums and average wages to keep pace with 
mainland minimums has since created a growing unfair differential. 
There were two major contributing causes. In the first instance, 
the majority of the industry committees has consisted of Puerto 
Rican residents. Puerto Rican public representatives, together with 
those who represent the insular industries on such committees, ap- 
parently have deemed it their primary function to preserve the un- 
fair competitive advantage for the island and to vote for minimum 
wages short of those which would be proper under the law. 

1 want, of course, to make it perfectly clear that I am not trying in 
any way to cast any reflections on the public members from Puerto 
Rico. They are men of the highest caliber and integrity. Yet their 
natural bias has been to protect and safeguard the unfair advantage 
for Puerto Rico. Since in the final analysis it is the public members, 
rather than the representatives of industry or labor, who determine 
the final recommendations, their zeal in promoting the industrial 
development of Puerto Rico at any cost hampers the proper committee 
operation. Because the Puerto Rican public members do not act as 
the true representatives of the public interest, dedicated to the enforce- 
ment of the congressional mandate expressed in the Fair Labor Stand- 
ards Act, it becomes impossible to obtain a minimum wage fair to the 
island and fair to the mainland. 

I hope that a serious error which was committed in 1949, when the 
75-cent minimum was enacted, will not be repeated now because it 
helped to increase the unfair competitive edge for Puerto Rico. AlI- 
though the minimum on the mainland was increased from 40 to 75 
cents, Congress at that time failed to provide for a simultaneous ad- 
justment in the insular minimums, The minimum wages in Puerto 
Rico and the Virgin Islands remained untouched, at least until such 
time as new special industry committees were appointed and had a 
chance to review the rates. As a result, workers on the islands suf- 

. fered gross inequity and at the same time the retention of the lower 
standards in Puerto Rico sharpened the unfair competitive advantage 
of the Puerto Rican industry as against that of the continent. 

I have not prepared, and I thought it would be superfluous at this 
time to submit, a list of complaints which we received from dozens of 
mainland manufacturers on this issue. It is not only a workers’ prob- 
lem, but an employer’s problem, too. 

Senator LeHman (presiding). May I ask, Does this unfair com- 
petitive advantage to which you refer pertain only to the needleworks 
industry, or to other industries ? 

Mr. Dusinsky. It applies to all industries. Later on I will provide 
some data to demonstrate this. Probably, our industries were more 
affected than any others because, as I noted earlier, there are 50,000 
needleworkers in Puerto Rico, I will come back to this point. The 
problem is acute. 

Our union has nearly 40,000 Puerto Rican members on the main- 
land. The Puerto Ricans who come to the States enjoy a decent wage. 
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These same Puerto Ricans worked for a miserable wage on the island, 
competing with their fellow citizens, their fellow workers, and com- 
peting with industry on the continent. 

[ must note in this connection that inadequate budgets prevented 
the Administrator of the Wage and Hour Division from appointing 
either as many special industry committees as were actually needed 
at any one time or from reappointing them with sufficient frequency. 
This was recognized by the Secretary of Labor when he testified before 
ihe House Appropriations Committee on February 2 of this year. 
The testimony of the Secretary of Labor is quoted in the statement 
| submitted for the record. 

Mr. GotpperG. That will be included in the statement. 

Mr. Duprnsky. Yes; that is included in the statement. 

These inadequate appropriations led to a peculiar situation. The 
Government of Puerto Rico, conscious of the undesirable climate 
generated by the lag in the insular minimums, offered last year a 
-ubsidy to the U nited States Government to help it meet the cost 
of committee operations. A sum of $25,000 was appropriated to help 
the United States Department of Labor operate the committees. Thus, 
last year the Puerto Rican government paid the rentals for the com- 
mittee meeting rooms, for the needed janitorial services, and for the 
public stenographers and the transcript of the committee proceedings. 

Senator Lenman. May I ask you what is the attitude of the Puerto 
Rican Legislature? Do they wish an adjustment to a higher scale, or 
would they like to maintain the differential ? 

Mr. Dusinsky. It is really difficult to say what is in their minds, 
Senator. I will discuss later the conversation I had last night with 
representatives of the Puerto Rican government. 

Senator Leuman. Good. I am advised that we have invited rep- 
resentatives of the Puerto Rican government to testify before this com- 
mittee at a later date. 

Mr. Duprnsky. I hope that as a result of these hearings a more con- 
structive minimum wage program will be devised for Puerto Rico. 

The insufficient frequency with which industry committees have 
been meeting and the undue influence exercised on their decisions by 
the public members from Puerto Rico, did help to keep the insular 
minimums down. Take the example of the fabric glove industry. The 
first minimum wage for gloves was established by a wage order in 
February 1941. It provided, in the case of hand-sewing operations, a 
minimum wage of 15 cents an hour. This rate remained in effect until 
January 1, 1945, when it was raised by 3 cents, although in the mean- 
time the legal minimums on the mainland went up from 30 to 40 
cents and general wage levels by much more. No further change in 
this 18-cent minimum took place until one year and a half had passed 
after the 75-cent minimum became law for the mainland. On June 
4, 1951, the minimum was advanced by another 3 cents an hour to 
21 cents. This was after a period of about 6 years. 

When special industry committee No. 15 for the needlework in- 
dustry convened in January of last year, it recommended, over the 
objections of its employee members, that the 21-cent minimum be 
raised by 114 cents an hour to 22% cents. You may be interested to 
know, and Congress should be aware, that as of this date, 17 months 
after the committee was appointed, and 15 months after the recom- 
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mendation was made, even this insignificant 114-cent adjustment has 
not yet been put into effect. 

In 1941 the average hourly earnings in the mainland fabric glove 
industry approximated 48 cents an hour. In 1954 this average was 
$1.25, a gain of 77 cents. 

In 1941 the legal mainland minimum wage set by the wage order for 
this product was 35 cents an hour. Today it is 75 cents an hour, an 
advance of 40 cents. 

In contrast, during this period the hand-sewers’ minimum wage in 
Puerto Rico was permitted to advance by only 6 cents. If the Wage 
and Hour Division will finally promulgate the 2214-cent minimum 
the advance will be a munificent 714 cents, from 15 to 221% cents in a 
15-year period. 

And let me add just one word, Senator. I have before me a clip- 
ping from Women’s Wear, dated April 5, 1955, with the following 
headline: “Delays Sought on Any Raise in Puerto Rico.” And listen 
to the argument : 

The Needlework Industry Association contended the record in the case is now 
too old to be valid, and that a new special industry committee should be recon- 
vened. 

That is the problem with which we are confronted. 

Senator Lenman. Let me get the record straight. Do I understand 
that if this advance is granted the minimum rate in this particular 
industry, fabric glov ves, in Puerto Rico, will only be 2214 cents an 
hour as ‘compared | to 75 cents an hour on the mainland ? 

Mr. Dustnsky. That is right for hand sewing. 

Mr. Gotppere, The complication, Senator, is that after 17 months’ 
delay the industry is now taking the position that legally the evidence 
1S outdated, and ‘outmoded, so that the Administrator would not be 
justified in granting the 114 cents recommended by the industry com- 
mittee. 

They are proposing, in other words, that you start over again, have 
another hearing, have another 17 months’ delay, and then have the 
hew proposal, whatever it m: Ly be, be outmoded by the delay that they, 
themselves, have caused. 

Mr. Duprnsky. But I want to say to the credit of the Wage and 
Hour Administration, that I can’t believe that they will per mit such 
delays. My complaint is about the time that it takes the Wage and 
Hour Division to process recommendations. Of course, they, too, have 
their problems. They have budgetary problems lack of staff, lack 
of analysts, lack of lawyer S, and : so forth. That compounds the un- 
fair competitive advantage to Puerto Rico. 

Senator LeHman. I wonder whether you could tell us what the 
attitude of the employee representatives of this committee was? 

Mr. Dusixsky. They voted against it. 

Senator Lenman. They voted against it? 

Mr. Duprnsky. They favored a larger increase. The mainland 
employer on this committee also voted “against the 114-cent increase 
because it was too low. 

But as I said before, Senator, the composition of the committee had 
something to do with the 114-cent vote. The public representatives 
being Puerto Ricans, people of high integrity for whom T have the 
highest respect, were, let us say, overpatriotic ‘for Puerto Rico. They 
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forgot the objectives of the law. They were satisfied to continue the 
existing minimum with only a slight unimportant improvement. You 
have to battle your life away in order to get the fair minimum out of 
them. 

Senator Leaman. What I was trying to develop, however, was the 
attitude of the Puerto Rican workers with regard to this. 

Mr. Deusinsky. Oh, the record is full of I, Senator. They say that 
their cost of living is higher even than in Washington. They de- 
scribe their miserable conditions. It is the aad tragic thing to be in 
Puerto Rico and listen to them. 

Senator LeHman. In other words, they want it / 

Mr. Dusrnsky. Of course, they want it. They appeared at the 
hearings, Senator, dozens of them appeared. They testified for sev- 
eral days. 

Mr. GoupserG. May I add, Senator, that your proposal, contained 
in your bill, very drastically increasing the minimum rates in Puerto 
Rico, has been acclaimed throughout the island by the workers in 
Puerto Rico as being an expression of what they would hope and 
aspire for, if not now, in some period of time ahead. 

Senator Lenman. That was my impression, but I just wanted to 
have the record clear on that. 

Mr. Duprnsky. Senator, you could be elected councilman in Puerto 
Rico now. 

Senator LEHMAN. That is a temptation. 

Mr. GoupperG. You have many Puerto Rican constituents in New 
Y ork, as Mr. Dubinsky has said. 

Mr. Dusinsxy. The case I have cited is one of the more extreme 
encountered in the Puerto Rican needlework industries. I want to 
be fair about that. It does, however, dramatically illustrate the 
growing competitive advantage which accrues to the insular manu- 
facturers. It further illustrates the second point I want to make 
with regard to the growing lag between the wages paid in the 
continental United States and in Puerto Rico. 

On the mainland, the legal minimum is paid only to a fraction of 
the workers in any industry. The average worker usually earns 
much more than the minimum. Even at the time when the legal 
minimum remains unchanged, wage levels do not remain static, as 
I indicated before, when I mentioned the 42-cent increase in average 
wages since January 1950. 

This is not the case in Puerto Rico. The labor movement on the 
island is weak. Overpopulation supplies a ready reservoir of the 
unemployed only too willing to accept any wage. Employers know 
this, and in consequence keep the wages of all of their workers close 
to the legal minimums. The minimum wage in fact tends to become 
the average wage. In the case of hand sewers on fabric gloves, as an 
illustration, the minimum wage is the average wage; with a 21-cent 
ninimum, the average is 21.1 cents an hour. 

Let me give you a few more examples utilizing the data compiled 
by the Wage and Hour Division. The current legal minimum wage 
for corde and bonnaz embroidery is 36 cents an hour. The average 
wage is only 3914 cents. In bullion embroidery, with a 35-cent 
minimum, the average wage is 35.8 cents. In the children’s dresses, 
With a minimum of 28 cents for hand-sewing operations, the average 





240 AMEND FAIR LABOR STANDARDS ACT OF 1938 


wage is only 28.8 cents an hour, while where a minimum is 31 cents 
an hour for other operations, the corresponding average is 34.7 cents. 

Senator Leuman. I wonder whether at any place in your statement 
you make a comparison between these wages and the wages paid on 
the mainland in such States as New York and Pennsylvania, and 
other States? 

Mr. Dustnsky. Later on I do make such a comparison. 

I would say that in the wearing apparel the average wage is close 
to $1.50, while the minimum is 75 cents. But there, is Puerto Rico, 
the average is close to the minimum. Of course, in some branches 
of wearing apparel on the mainland, the average may be lower, and 
in some others higher. 

Take the ladies’ coat and suit industry. Its average is over $2 an 
hour. 

Mr. Gorpperc. In children’s clothing the wage is about 28 cents in 
Puerto Rico. What would be the average in New York? 

Mr. Dupgtnsky. $1.40. 

Mr. GorppBErG. As against 28 cents in Puerto Rico. 

Mr. Duprnsky. These typical figures offer a clear idea of the in- 
sular labor conditions. They portray a classic situation in which 
overpopulation creates permanent unemployment. Keen competi- 
tion for jobs hampers the development of labor organization and 
helps to perpetuate low wages except when these are modified by 
Government intervention. It matters not whether industrial effi- 
ciency is rising, whether the industry can afford to improve its work- 
ers’ pay—wage levels continue to hug the legal minimums. 

As long as the wage levels in Puerto Rico are held back, the in- 


sular industry ere) an increasing unfair competitive advantage. 
0 


Take the case of the apparel industry. In 1939 when the mainland 
firms paid an average wage of 53 cents an hour the corresponding wage 
in the apparel factories of Puerto Rico was 17 cents an hour. 

Senator Dovetas (presiding). May I apologize for not having been 
here earlier this morning. I had to appear before the Appropriations 
Committee in an unwonted role in asking for appropriations for my 
State. 

Mr. Goupperc. As a citizen of that State, I will support the Sena- 
tor in his undertaking. 

Senator LeHman. I can say this has been a very interesting state- 
ment on the problem. 

Mr. Dustnsxy. Thank you Senator. There is nothing like having 
a Senator from your own State present. 

I want to repeat, as long as the wage levels in Puerto Rico are 
held back the insular industry gains an increasing unfair competitive 
advantage. Take the case of the apparel industry. In 1939, when the 
mainland firms paid an average wage of 53 cents an hour, the corre- 
sponding wage in the apparel factories of Puerto Rico was 17 cents 
an hour. The wage differential in favor of Puerto Rico was 36 cents 
an hour at that time. By 1944 this differential went up to 60 cents 
an hour. In September of last year this differential rose to 96 cents 
an hour, with Puerto Rican factories paying an average of 40 cents 
in the face of an average of $1.36 in the continental United States. 

I hope, Senator, that answers your question. 

Senator Doveras. Not only has the absolute differential increased. 
but the relative differential has increased ? 
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Mr. Dusrinsky. Right, Senator. You see, the differential is up to 
“6 cents. I have a table which is very, very interesting, but I am 
irying to eliminate it for the sake of time. 

The growing unfair competitive advantage of Puerto Rico as 
against the mainland is also evident in any other insular indust ry or 
for all industries combined. 

I am again coming to your question, Senator Lehman. 

In the case of all manufacturing, for example, Puerto Rico had a 
{4-cent edge for each hour of labor in 1939, a 74-cent edge in 1944, 
and a $1.31 edge in September 1954. You see how this differential 
grows. 

Let me illustrate how unfair competitive advantages offered by the 
low minimum wage standards in Puerto Rico spurs industrial growth 
to the detriment of the mainland. Prior to 1948 brassiere manufac- 
ture was unknown in Puerto Rico. In 1948, however, the first main- 
land company started its operations there, paying its workers the 
legally required minimum wage of 24 cents an hour. The growth was 
rapid from then on. By the time the special industry committee met 
in 1950 there were 6 factories in operation, employing about 600 work- 
ers. When the matter of raising the minimum came up for discussion 
it was fought bitterly. The original and the largest firm took the lead 
in opposing any upward revision in the rate, urging under oath that in 
the event of any increase the company would have to leave the island. 
Partly swayed by this testimony, the committee recommended a mini- 
mum of only 33 cents. Despite the continued opposition of the in- 
dustry, the Administrator of the Wage and Hour Division approved 
this rate. 

No curtailment of employment occurred. Instead, the firm which 
led the fight against the increase expanded the number of its plants to 
6 and increased its employment from 350 in 1950 to over 1,300 in 1954, 
a mere matter of 270 percent. 

Nor did the higher minimums stop any other firm from opening new 
branches in Puerto Rico. The 1954 total employment of over 3,000 
workers in this insular industry represented a 400 percent gain over 
1950, 

Although the evidence in the record showed that the piece rates paid 
by the principal producer on the island were approximately one-third 
of what the same company paid its mainland workers, the finished 
brassieres were sold in the domestic markets at the same prices as 
those made on the continent. Operations were profitable. ‘The data 

gathered by the Wage and Hour Division from the records of the 
Puerto Rican Tax Department showed that this insular industry was 
making a net profit of 34 percent on the sales dollar, all tax free, I 
should : add, free of Federal taxes and free of all the insular taxes. 

Senator Dovanas. Now, Mr. Dubinsky, may I ask you to stop at that 
point ¢ 

Mr. Dupinsxy. Yes, surely. 

Senator Doveuas. I take it, it is your feeling that these tax dif- 
ferences, over which this committee has no power, would furnish a 
tremendous advantage to Puerto Rico in any case? 

Mr. Dusinsky. Right. 

Senator Doveras. And that it is not necessary to give Puerto Rico 
such a big differential in wages in addition ? 
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Mr. Duptnsxy. Correct, Senator. You put it better than I would. 

Senator Doveias. Do you think, as a matter of fact, that these tax 
differences should be granted ¢ 

Mr. Dupsinsky. I am not competent enough to pass judgment, Sen- 
ator. Icame here to argue on the minimum wage, not on tax problems. 

You see, Senator, Iam a friend of Puerto Rico. I am vitally inter- 
ested in the progress of Puerto Rico. I don’t want to hurt the island. 
If it needs tax exemption, I don’t want to argue against it. I do want 
to argue against the unfair competitive advantage, and against the 
system that they have that harms us. 

Senator Lenman. Of course, the failure of the United States Govy- 
ernment to collect those taxes is always used as an excuse for giving 
very insufficient social-security benefits and other public assistance to 
the Puerto Rican workers. 

Mr. Dusrnsky. On the other hand, I am mindful of the fact that 
the tax exemptions granted by Puerto Rico are limited to only 10 years 
and that they are designed only to attract new industry. I am mind- 
ful that Puerto Rico needs to attract new industr y. Lam mindful of 
that. 

Senator LenMan. Let me ask you this: You talked about the growth 
of the brassiere industry, and other industries down there. Are most 
of these shops using this low-paid labor locally owned or are they 
American firms that have opened branches / 

Mr. Dusinsky. Overwhelmingly they are American firms that have 
epened branches in Puerto Rico. 

Senator Lenman. People with whom you deal / 

Mr. Dupinsxy. Yes. 

Later on, Senator, you will see a very interesting phase of it. These 
firms are either branches of or contractors for the American firms. 

Mr. Teper. Mostly from New York. 

Mr. Dusrnsxky. Well, of course, the needle trades are mostly in New 
York. 

No such profitability has ever been seen in the brassiere manufac- 
turing industry on the mainland. E vem in its most prosperous war 
years, mainland firms averaged only 314 percent on the sales dollar. 

Senator Doveras. Or, in other words, only one-tenth the rate of 
profit they are making in Puerto Rico? 

Mr. Duprnsky. That is right. 

Senator, perhaps I should not mention it, but I believe there may 
be some manipulations under the tax law. If the same firm operates 
in Puerto Rico, and on the continent, naturally it can find ways and 
means to take its profits in Puerto Rico rather than on the mainland. 
This may account for these enormous profits, because even to me they 
look a little exorbitant. Of course, while I think that there is some 
such contributory cause which inflates profit margins, I don’t have 
the evidence to support my suspicions. 

The special industry committee No. 15, which met last year—I was 
a member of that committee—recommended, over the objections of its 
labor members, a 55-cent minimum wage for the brassiere industry. 
It became effective on November 8 of last year. Even though this 
wage continued to yield an unfair competitive advantage to this | Puerto 
Rican industry, the major employer fought this minimum as unrea 
sonable and threatened to transfer its operations to Japan just. as in 
the years gone by other employers threatened to move their operations 
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to the Philippines. They continued to operate on the island, and paid 
the higher minimum rate. 

Today, employment in the brassiere industry in Puerto Rico is at 
anew high. Approximately 4,000 employees are at work turning out 
about a fifth of the total national output of brassieres. While Puerto 
Rican shops expanded, however, no similar gains were made on the 
continent. 

Senator Dovetas. Mr. Dubinsky, you say that this 55-cent minimum 
wage was objected to by the labor members. What did you want ¢ 

Mr. Dupinsky. We asked for 65 cents. We were re: acy to settle for 

We thought that would be a fair minimum. But we considered 
55 cents too low. 

Senator Doveias. Before I came in you mentioned the glove indus- 
try and said that the labor group objected to the glove minimum. 

Mr. Dustnsky. There was a 114-cent increase. 
sidered each industry separately. 

Senator Doveras. I understand that. 

Mr. Duprtnsky. There was a 114-cent increase. There 
objected, wanting a higher minimum. 

Dr. Teper, our research director, was a member of that committee. 
The labor members didn’t even have a chance to make a motion for 
a higher minimum, 

Senator Dove tas. Do you know what their position would have 
been, how much of an increase they would have asked / 

Mr. Dustnsky. They would have been for at least a 10- or 15-cent 
increase, maybe more. I want to remind you that in the brassiere case, 
I wanted to get an increase from 33 to 65 cents an hour, almost double ; 
I can visualize that in the glove industry labor members would have 
asked an increase to 35 cents an hour. The 114-cent increase was 
ridiculous. 

Senator Doveras. Do you regard these special industries as being 
employer dominated ? 

Mr. Dupinskxy. No; they are public dominated. You and Senator 
Lehman know what an influence the public members have on these 
tripartite committees. These people are overly patriotic to Puerto 
Rico. They don’t realize they are doing an unjustice to Puerto Rico 
when they contsantly support low minimums. 

Mr. Goupperc. Earlier in his testimony Mr. Dubinsky spoke at 
length about that, and it is contained in his statement. He said he 
did not reflect on the character of the public representatives from 
Puerto Rico, but felt that they were obsessed by the idea that the 
development of the island depe nds upon attracting new industry, and 
this was overcoming their judgment as to what appropriate labor 
standards might be for the industry. 

Senator Lenman. The answer to this question is undoubtedly in the 
record, but what is the proportion of island public representatives to 
mainland public representatives 

Mr. Dustnsky. About 2 to 1. 

Before I get through, Senator, I have a suggestion to make regard- 
ing the future composition of industry committees. Up to now, their 
majorities were ¢ omposed of people from the islands. 

By the way, the Secretary of Labor has the necessary discretion to 
alter the composition of industry committees under the present law. 
I think the law ought to be changed, so that at least half of committee 


The committee con- 


. too. labor 
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members come from the mainland. That would be a fair represen- 
tation. 

The nature of expansion in the brassiere industry illustrates the 
effect of unfair competition. It would grow all the more severe after 
the mainland minimum wage is raised. It is rather significant when 
an unorganized concern from Georgia, the Lovable Brassiere Co., 
found it desirable to expand its operations not close to home but in 
Puerto Rico, first by opening one factory there in 1952, and then an- 
other after the 55-cent minimum was recommended. Thus, Lovable 
Brassieres expanded in Puerto Rico instead of expanding in the South. 

The story of the brassiere industry is about to be duplicated by the 
knitting mills producing sweaters and similar garments. In 1949 this 
industry in Puerto Rico had less than 200 employees. By October of 
last year these numbered 1,355. The reason for this expansion was 
made obvious by one of the employer witnesses before the Special 
Industry Committee No. 15, who had prior experience in both the 
northern and southern mainland operations in this field. When ques- 
tioned about the possible costs his firm would incur if it would have 
opened its plant in the southern States, he frankly answered: “But 
we wouldn’t want to open a plant down there,” further explaining 
that they would not do so “because it would cost us too much to get 
started,” and further elaborating “It would cost me more money to 
start there. It would be more logical to open it in Puerto Rico.” 

I am not talking of Puerto Rican competition to New York. I am 
not talking about its competition to Illinois, Massachusetts or New 
Jersey. I am talking about the effect of Puerto Rican unfair compe- 
tition on the south. 

Senator Doveias. Mr. Dubinsky, I would like to clear up one point, 
if I may, and that is the size of this problem insofar as Puerto Rico 
is concerned. I understand that earlier in your testimony you said 
there were approximately 50,000 workers in the apparel industry in 
Puerto Rico. 

Mr. Dusrnsky. Right. 

Senator Doueias. We have had the staff assemble material and the 
latest information they were able to get was for 1951. They found 
that at that time there were 17,000 workers in the apparel industry 
in Puerto Rico. Now, does this mean that there has been an increase 
from 17,000 to 50,000, or were the Puerto Rican figures inaccurate? 

Mr. Dusinsky. They were not inaccurate. They left out one part of 
the story. They gave you the figures for the inside or factory workers 
but not for the homeworkers. That is all. 

Senator Doveias. Now, is the home work done by hand ? 

Mr. Duprysxy. By hand, and by machines. 

Senator Doveras. By sewing machines? 

Mr. Dupinsky. Yes. 

Senator Dove.as. That is, trundle-operated sewing machines? 

Mr. Dustnsxy. There is one employer that we know of that has over 
500 sewing machines in homes. 

Senator Dovcias. So that the sweatshop system has developed in 
Puerto Rico? 

Mr. Dusrnsky. Right. 

Senator Doueias. Do you think that system is more characteristic 
than the factory system in Puerto Rico? 
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Mr. Dustnsky. Of course. We are very anxious, and we do our 
best, to have the home work eliminated, and to transfer it to factories, 
but it is a difficult task. I must recognize that. 

Senator Dougias. Thank you very much. 

Senator Lenman. I will say this from personal experience, that 
no man has done more to put the sweatshops out of business than Mr. 
Dubinsky. 

Senator Dovetas. I was a student at Columbia from 1913 to 1915, 
and I am somewhat familiar with conditions in New York at that 
time. 

Mr. Dusisxy. That is right. The sweatship has been eliminated. 
We hope that it will also be eliminated in Puerto Rico. 

I want to indicate that the government of Puerto Rico is sympa- 
thetic with this objective, too. 

Senator Doueias. Mr. Dubinsky, may I ask you another question: 
Do the homeworkers produce the entire garment, or do they do 
specialized jobs? 

Mr. Dusrnsky. It varies. They do specialized jobs, just the same 
as is done in the factories, and some of them make a complete items. 
But, of course, it is more efficient and profitable to have them do 
specialized jobs. 

Senator Doveias. Where they do specialized jobs the work would 
be moved around from one domestic worker to another, and finally 
the garment or piece of apparel would be completed ¢ 

Mr. Dusinsky. Yes. But take embroidery, for example. This 
work does not involve assembling the garment. They will do this 
work in one place, or else they move it from one place to another. 
There is an awful lot of waste there, too. I am mindful of that. It 
is a very interesting situation. You see they are passing the work 
from one place to : another. It may be handled by three subcontractors. 
One gets the work from New York, where the fabric was cut. It is 
then sent to a distributor, and the ‘distributor gives it to other dis- 
tributors or contractors. The work may go through several hands, 
and all of them make a living from it except the workers. 

Senator Doucias. Are you getting competition from the Far East 
on this hand work, Mr. Dubinsky ? 

Mr. Dusinsxy. Some. We didn’t have it up to now. I believe now 
we are getting some imports from Japan, but the problem is not 
serious. It is not serious yet. I don’t know what it will be in the 
future. 

Senator Doveias. You are not asking for a tariff. You are not 
opposing the Reciprocal Trade Act? 

Mr. Dusinsxy. I refused, Senator, to participate in that discussion. 
You know our union. On this issue I have refused to take a posi- 
tion, but I don’t know what will happen later. The problem may be- 
come more acute. I must be frank about it. 

The unfair competitive advantage enjoyed by Puerto Rico and 
brought about by wage differentials is a distinct’ threat to mainland 
employers in all sections of the Nation, in every industry. 

I am sure that it is not the intention of either your committee or of 

the Congress of the United States to permit this situation to go uncor- 
rected. This is why I recommend that when the Fair Labor Stand- 
ards Act is amended and the existing 75-cent minimum is raised, an 








IAG AMEND FAIR LABOR STANDARDS ACT OF 1938 


identical increase in cents per hour be simultaneously applied to all of 
the minimum wage rates promulgated by the wage orders for the insu- 
lar industries. Thus, if the 75-cent minimum rate is raised to $1.25 
an hour, and I hope you will recommend the 50-cent increase, all 
the existing legal minimum wage rates in Puerto Rico and the Virgin 
Islands should also be increased by 50 cents an hour. The present 
differentials between the insular and the mainland minimums would 
thus not be affected until some future time when industry committees 
may recommend higher rates. 

I do not want to create an impression that I am interested in stifling 
the economic development and growth of rai Rico. This was 
never my intention in the past, nor is it now. I did not hesitate to 
support the 1214 and 20-cent minimum wage for the insular needle- 
work industries in 1940 when I was convinced that such rates were 
called for to preserve employment, even though at that time the legal 
minimums on the mainland were 35 and 40 cents. Nor did I at any 
time attempt to stop any company under union contract with us fron 
opening a branch plant in Puerto Rico even though they were obligated 
under these agreements to produce all of their work in factories under 
contract with our union. 

Senator Doveias. Are the plants in Puerto Rico organized ¢ 

Mr. Dvupsinsky. No. According to our agreements, Senator, many 
firms are obligated to produce their work i mn union ships. I exempted 
Puerto Rico because of my desire to be of help to the Puerto Rican 
workers, and to the island. 

Senator Dovetas. And the workers in those shops are not organized 
and do not have contracts with the employers / 

Mr. Dupinsky. Right. Ina few isolated cases they are organized, 
but not by our union. 

Senator Leaman. But under your contract you would have the 
right to say to those mainland manufacturers who are under con- 
tractual relations with you, you either have to 

Mr. Dusrysxy. Right. Iam saying it right here. 

A good case in point is provided by the brassiere industry on the 
island. The largest number of such factories in Puerto Rico are 
affiliates of mainland concerns under contract with our union. Yet at 
no time did we even attempt in any way to invoke the clause of our 
agreements, as we had the full right to do, to bri ing the work back to 
organized shops on the mainland. We didn’t do it. 

Mr. Goupperc. I think a word is in order, Mr. Chairman, as to the 
explanation for that. That is prompted out of a deep concern for 
helping Puerto Rico, which the union, as all Americans, feel very 
deeply about. 

The issue here is not constructive help to Puerto Rico, but the issue 
is fair labor standards in Puerto Rico, sweatshop conditions there 
which are no credit to us since the responsibility now is in the hands 
of Congress. 

Senator Doveras. Well, isn’t it true that the difficulty is deeper 
than that, namely, that you have a very large population in relation 
to the natural resources of the islands, that the productivity, there- 
fore, of labor in farming is relatively low, and that Puerto Rico, like 
the rest of the Caribbean, has an ext remely low standard of living, 
and low standard of productivity? And that the wages in manufac- 
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‘uring, though low, are higher than what the workers could earn if 
they were either farm laborers or small properitors? Isn’t that true! 

Mr. Gouprerc. That is correct. 

Mr. Dustnsky. And let me add, Senator, the prevalence of low 
wages does not create sufficient inducement to improve efficiency in 
these factories. Low wages subsidize inefficiency. In such cases, 
employers do not have to pay attention and spend enough money to 
de velop a more scientifically operated and efficient factory. You have 
the following situation, Senator, which I noted before you arrived. 
We have in our union close to 40,000 Puerto Rican members. They 
work in our industries. 

Senator Dovaias. That is in New York? 

Mr. Duprnsky. On the mainland. Mostly in New York. They 
vel the same wages, the same earnings, as every other worker in the 

<hop, and they are as productive as other workers. 

Senator Doueias. Now, when the mainland manufacturers go to 
Puerto Rico do they put in as efficient production methods as they *y use 
on the mainland ¢ 

Mr. Durtnsky. Some do. But the fact that the wages are low does 
iiot encourage other employers to pay too much attention to this prob- 
lem. They can afford waste. 

Senator Dove.as. In other words, you are saying that a higher 
wage would serve as a sort of galvanic shock to stimulate them to 
vreater efficiency / 

Mr. Dupinsky. That is my opinion. Otherwise, I have no ex- 
planation as to why these same Puerto Ricans, when they come to 
New York and come to Chicago, manage to get the same wages as all 
the other workers and are as productive as all the others. 

Senator Dove as. And are hired. 

Mr. Dupinsxy. They are at least as productive as the others. We 
have no complaints from employers about these workers. Why, then. 
is there such a great wage differential for the same identical worker 
between the mainland and Puerto Rico? The worker comes to New 
York and gets triple and quadruple his insular wages from the start. 

Senator Dovetas. Mr. Dubinsky, when the minimum wage has been 
increased in the past in Puerto Rico have you noticed any improvement 
in the efficiency of the factories? 

Dupinsky. Very much so, Senator. When I was in Puerto 
Rico the first time the average wage was 2 cents. 

Senator Dovucias. Two cents an hour? | 

Mr. Dustrnsky. Two cents an hour in 1940, 

Senator Dovenas. It seems almost incredible. 

Mr. Dupinsky. Well, the United States Department of Labor sub- 
mitted a report to us at that time. We had to predicate a minimum 
wage on this information given to us by the Department of Labor. 
It was a 2-cent average. The NRA Code, I may add, set the minimum 
at 5 cents an hour. 

Senator Doveras. And you raised the wage to 1214? 

Mr. Duprnsky. Yes. 

Senator Dove as. And what happened ? 

Mr. Duprinsky. Of course, the moment we raised the minimum 
Wage, efficiency went up. You can see the results, Senator. The 


number of workers did not decrease. The volume of business did not 
decrease, 
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Senator Dove.as. But the efficiency could go up because the work- 
ers, perhaps, had more food and were able to work harder! 

Mr. Dusinsky. Right. 

Senator Dovexas. Was it also true that the companies would install 
better sewing machines, better routing of work? 

Mr. Dupinsky. Right. When wages advance, they have to do it. 
They have to find ways. When the wage is low they don’t bother to 
make the improvements. 

Senator Doveras. Well, it is sometimes said that the employers are 
naturally so anxious to reduce costs and increase profits that they will 
be at maximum efficiency, anyway. 

Mr. Dusinsky. That is generally true, but not when you have low 
wages. That is my experience. 

Senator Dove.as. In other words, you think they need a stimulus! 

Mr. Dustnsxy. Right. 

Senator Dove.as. Don’t they do better under pressure ? 

Mr. Dusrnsky. Sure. 

Senator Douaias. Of course, there is a limit to the amount of 
pressure. 

Mr. Dustnsxy. Yes; of course. You may pressure them out alto- 
gether. 

Senator Leuman. May I ask this oe: I don’t want to put 
words in Mr. Dubinsky’s mouth, but I have an idea that what he is 
testifying to here is based not only on his experience in Puerto Rico, 
but his long experience in the needlework industry in this country. 
It seems to me that your statement that as the wages in Puerto Rico 
increase, working efficiency improves, is pretty much duplicated by 
your experience in the needlework industry ? 

Mr. Dusinsy. Right. This is my field. I am not an economist. I 
am only a labor leader. I judge from experience. My main experience 
is on the mainland. It proves that when wages rise, efficiency 
improves. 

Seaiutne Lrenman. And on the mainland, as you did away with the 
sweatshops, as you brought about through the efforts of organized 
labor higher paid, better working conditions, shorter hours, not only 
did the roductivity increase, but the profits of the manufacturers 
een most cases ? 

Mr. Durprnsky. Governor, you know it. You remember the condi- 
tions which prevailed in our industry when the workers worked 60 
hours a week for $5 and $10 a week. The employers are no less pros- 
perous today with the 35-hour week and with higher wages. We actu- 
ally made humans out of our employers, too. Now they have a 2-day 
holiday every week so that they can play golf on weekends instead 
of operating their shops Sundays and late at night. 

I think it is about time we did something for Puerto Rico, too. 

Senator Doveras. It is quite a change from the garment industry 
as I knew it 40 years ago in New York. 

Mr. Duprnsky. And they said in those days it would be a calamity, 
that the world would come to an end, if you increased wages and im- 
proved hours. You remember that, Senator Lehman, when you were 
Governor of the State. 

Now, ours is an industry that works on a 35-hour week basis. Ninety 
percent of our workers enjoy a 35-hour week, get decent wages, and 
the employers are more prosperous than in the days of the sweatshop. 
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I am not opposed in principle to the proposition that some differ- 
ential in minimum-wage rates between p -uerto Rico and the Virgin 
Islands, and the rest of the United States may be justified. However, 
Iam firmly opposed, as I am sure you are, to permitting these islands 
to disrupt mainland industrial operations. Their wage advantage is, 
of course, compounded also by other factors. Employers in Puerto 
Rico do not pay unemployment insurance taxes. They do not pro- 
vide for their employees paid holidays or the type of health, welfare, 
vacation, and retirement benefits which are becoming increasingly 
standard elsewhere throughout the Nation. And I estimate that these 
items add about 13 percent to the payroll. 

Nor are employers in Puerto Rico subject to Federal income taxes, 
whether = or corporate. An additional competitive advan- 
tage to the Puerto Rican operation was created by the insular law 
passed in 1948 and thereafter extended which provided a tax holiday 
to new businesses in Puerto Rico, with exemptions from income tax, 
license fees, excise taxes, property taxes, as well as other municipal 
taxes. 

Puerto Rico is doing its best to attract industry through wide pub- 
licity it gives to its advantages—low wages and no taxes. My friend 
Beardsley Ruml attends to that. American firms are urged to take 
advantage of what Senator Bennett of Utah in his speech before the 
Senate on February 8, 1955, described as a taxless Eden. I fully share 
Senator Bennett’s fears that the existing situation is fraught with 
danger. The climate on the island is such as to make it most attrac- 
tive to runaway plants even though Governor Mufioz has repeatedly 
claimed that Puerto Rico does not want runaway industry. And T 
do not doubt his sincerity. 

Senator Dovetas. Mr. Dubinsky, at the very least the favors we 
have granted to Puerto Rico in the way of relief from taxation should 
refute the statement that the United States is an imperialistic state ? 

Mr. Dustnsxy. That is right. 

Senator Dovetas. Instead of sucking possessions dry as is the cus- 
tom, for example, of Russia. 

Mr. Dusrnsxy. I have no doubt that the Governor of Puerto Rico 
means well, but runaways do come to the islands, and they do get tax 
exemptions. Let me give you but one case of the several known to me. 

Following several months of organizational work, and despite em- 
ployer interference, one of our local unions succeeded in organizing 
a factory producing embroidery on ladies’ undergarments. A col- 
lective-bargaining agreement was signed to run through August 1955. 
About a year after the plant was organized it closed its doors, left its 
workers jobless, and moved to Puerto Rico where it opened shop under 
adifferentname. It gained both the low wages and the tax exemption. 
The terms of the tax exemption granted to this firm state: 

It appears from the testimony presented that the establishment of the busi- 
ness for which exemption is sought will not have any substantially adverse effect 
on any related industrial unit in the United States in which the grantee may 
have an interest. 

Senator Doueias. Who has the power to grant tax exemption in 
Puerto Rico? 

Mr. Dugsrnsxy. The Office of Industrial Tax Exemption in Puerto 
Rico. 
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Senator Dovenias. Appointed by the Government ? 

Mr. Duptinsky. Yes. 

Senator Dovetas. Is it the Development Corporation ? 

Mr. Dustnsky. No. The Economic Development Administration 
is not doing it. The Development Administration induces people to 
come to Puerto Rico. 

Mr. GorpperG. It is an insular commission. 

Mr. Dustnsky. They give them promises. 

Senator Dovetas. It is actually two groups? 

Mr. Dupinsky. That is right. One isa puller-in and the other does 
the right thing. 

Of course, the grantee, to whom I referred previously, walked out on 
his mainland obligations and on his 80 employees. In this instance 
he even failed to pay the sum of $572 which he owed to the union 
health and welfare fund operated for his workers’ benefit. 

With the passage of the higher minimum wage, as I have previously 
indicated, the competitive threat from Puerto Rico will increase unless 
you provide for a simultaneous increase for the island. The nature 
of the special industry committee operations, and the slowness with 
which their recommendations find their way into wage orders, will 
not help—in the case of 10 committees appointed since 1949 it has taken 
up to 19 months from the date of the committee appointment to the 
effective date of the final wage orders, and this without counting those 
recommendations which were disapproved and had to be referred to a 
new committee in which case the delays were even longer. 

To a considerable degree, the procedure of the committees and the 
composition of their memberships can be changed under the existing 
law by administrative action, although it is my opinion that this may 
be best achieved by legislation. 

Senator Dovenas. | wonder, Mr. Dubinsky, if you would submit 
some suggestion as to how the procedures could be improved. I know 
you have. suggestions on the composition of the membership, but | 
wondered if you or your staff could submit a memorandum on how you 
think the procedures could be speeded up. 

Mr. Duptnsky. First of all, I want to offer one safeguarding sug- 
gestion: Raise the minimums in the islands simultaneously with the 
mini'mum inthe mainland. You have one protection right there, that 
the insular advantages will not be widened. The gap will not be 
widened. Thereafter, other measures could be devised to improve the 
appointment of committee memberships. 

One thing I must suggest, Senator: Improvements cost money. I 
am worried about the attitude of Congress regarding the appropria- 
tions for the Department of Labor. 

Senator Dove.as. I will comment on that. I think the administra- 
tive work of the Department of Labor has frequently been crippled 
by the appropriation bills. It seems to me we pass laws but then 
the laws are sabotaged by failure to appropriate funds to support 
them. 

Mr. Dustnsxy. That is why I am worried about this program. At 
least safeguard it. I am very much concerned about that. 

At this | point, I want to read to you for a decision of the exec utive 
council of the American Federation of Labor on this issue. This is 
their recommendation : 
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The council of the American Federation of Labor further urges that the pro- 
visions in the Fair Labor Standards Act regarding the appointment of special 
industry committees be strengthened by providing at least equal representation 
to persons from the mainland by an appropriate statutory amendment. 

I urge your consideration of this suggestion. 

But even under the best of circumstances industry committees, when 
properly financed, should be used to supplement the action which I 
urge your committee to recommend to the Congress, the raising of the 
existing insular minimums by the same number of cents per hour as 
the 75-cent minimum will bear to the new rate. 

This action will benefit the mainland. It will benefit the islands by 
increasing the purchasing power of their people, and by granting to 
the insular workers the wage adjustments to which they have been 
long entitled but which were denied to them up to now. 

| think, gentlemen, I should mention that I had recent conversa- 
tions with representatives of the Puerto Rican government on this 
issue. For that matter, I also met with them late last night. I think 
you ought to know that these meetings gave me a little bit of satisfac- 
ion—Puerto Rico realizes its problem. It is not as simple as many 
people think. Puerto Rico has enjoyed certain benefits, certain advan- 
tages. It recognizes that the mainland has a justifiable complaint, 
that the mainland labor has a complaint just as industry has a com- 
plaint. The Puerto Rico spokesmen indicated that they are looking 
into this problem. They are hopeful that they may find a solution 
which will prove to be fair to the mainland and fair to Puerto Rico. 

Senator Doveras. We have invited Gov. Mufoz Marin and 
other representatives of the island government to testify at a later 
date before this committee. 

Mr. Dupinsky. I hope when they appear they will come with a con- 
structive suggestion to meet the existing problem, because it is very, 
very serious. It will be worse if you don’t provide the necessary 
protection. 

Senator Doveias. Mr. Dubinsky, when Gov. Mufioz Marin comes I 
hope that you can be here at that time. 

Mr. Duprysky. I will be glad to be here because I am vitally inter- 
ested in this. question. If he does come, or if anyone else appears 
before the committee, I will be here, too, at that time. I am concerned 
with finding a satisfactory and proper solution, a constructive solu- 
tion. I don’t want it to be one-sided. It should be constructive for 
both Puerto Rico and the mainland. | 

Let me say another word. As you have noticed, I have devoted 
most of my testimony to Puerto Rico. In my opinion, this was 
sound. George Meany, Walter Reuther, Jacob Potofsky, and other 
labor leaders that have appeared before you or will appear will cover 
all of the other points in connection with wage-and-hour legislation. 
I thought that because of my interest, and because of my knowledge 
of the Puerto Rican situation, that I should devote a major part of my 
testimony to the Puerto Rican matter. I am, however, vitally con- 
cerned with the $1.25 minimum, with coverage, and with all the other 
issues which have been covered by the testimony of Mr. Meany, and 
which will be covered by others who will appear. 

I want, however, to add one more point which is of great concern 
to me on the question of the $1.25 minimum. When Secretary 
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Mitchell testified for the administration, recommending a 90-cent 
minimum, he evidently predicated this position on the belief that the 
75-cent minimum was proper in 1949. Therefore, he argued that 
because there was an increase of so much in the cost of living, that 
90 cents should be the new minimum. Apparently, he disregarded 
the cost of any budget required to maintain a reasonable minimum 
standard of living. 

You might have noticed, gentlemen, that I have omitted a discussion 
of the budgetary amounts needed to support a family of four. I have 
omitted it for the following reasons. The amount required in the 
median-cost city, according to the Department of Labor, is about 
$4.200a year. This is the minimum requirement for a family of four. 
That means that on a 50-week basis it would require a minimum wage 
of $2.09 an hour. I have grave doubts that you are ready to recom- 
mend such a minimum. 

Senator Doveias. You have doubts that the committee is ready to 
recommend that. Your doubts are justified. 

Mr. Dusrinsky. I thought I would not waste your time or my time 
on that. I prefer to limit my remarks to the minimum requirements 
which you gentlemen might—I don’t know whether you will—at 
least consider. 

IT come from an industry where workers average less than 40 weeks’ 
work a year. When I consider a minimum wage, I cannot predicate 
it on a 50-week year. This would be sheer theory. I must predicate 
it on actual life. I am not talking here about Cabinet members, or 
about Senators and Congressmen, and not even about union leaders 
who have steady work. I am talking about people who work in the 
shops. They do not work more than 40 weeks a year. Yet they have 
to provide a livelihood for themselves from their earnings of 40 weeks. 
Thus, when you consider the minimum wage, you ought to consider 
this fact. You ought to consider the millions and millions of people 
who work only 35 or 40 weeks a year. What are their minimum re- 
quirements? You begin to realize that in a 40-week work year, a 
single person needs around $1.44 an hour to provide a minimum live- 
lihood for just himself. I am taking an extreme case. I am consid- 
ering only one person without dependents. A family of four may be 
taken as the other extreme. Yet, we must remember that many work- 
ers do have dependents. Many mothers, working in our industries, 
support at least one child. Many men are working to support at 
least one other person in addition to themselves. Yet, when you con- 
sider a 40-hour work year, one needs at least $1.67 an hour to support 
two persons. 

Gentlemen, I hope that when you make your recommendations, and 
when you analyze the arguments of the administration and the actual 
facts of life, you will realize that you are not legislating for the 
steadily employed workers. You are legislating mainly for those 
who work, at most, 40 weeks a year. They are the ones who need 
the protection of the law. 

Gentlemen, in conclusion, I want to say that American prosperity 
is based on mass markets, on the high incomes of our people. The 
adoption of $1.25 minimum is the means of eliminating some of our 
low incomes. This minimum wage will bring, however, many people, 
who now do not earn enough, closer to a level needed to provide a 
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minimum standard of decency. The $1.25 minimum will not, of 
course, provide the full protection against want. But it will bring 
them closer to what the proper American standard of livi ing should 
be. Our economy can afford to give this minimum wage to its 
workers, - the workers of this Nation need it badly. This is the 
minimum I do hope that your committee will recommend to the 
Senate. 

Senator Dovetas. Mr. Dubinsky, I have only two questions. In 
your testimony you mention the fact that not only has the increase 
in the cost of living been 14 percent since 1950, but there has been a 
rise of 19 and 20 per reent in productivity. 

Now, I wonder if you would be willing to submit data to support 
that statement? We have been trying to get productivity data from 
the Secretary of Labor, but thus far they hi ave not been furnished. 

Mr. Dupsinsxy. Let Dr. Teper answer that. He gave me the figures, 
by the way. Let him stand cross-examination. 

Mr. Trrer. Senator, as you well know, the data are not available 
for the last year or two. In the 1955 Economic Report of the Presi- 
dent, which was submitted to your Committee, the Joint Committee 
on the Economic Report, you will find a number of charts showing 
the changes in productivity up to date. An analysis of these charts 
does bear out the 20 percent estimate. Unfortunately, Mr. Burns 
did not release the specific figures on which his charts were based. 

We also know that in recent years productivity has been rising 
at an average of around 3 to 314 percent a year. We have no reason 
to believe that the rate of increase in productivity has declined for 
any sudden reason. For that reason we can conclude that the 20 
percent rise in efficiency in the economy is a reasonable estimate. 

Senator Doucias. That would be a 20 percent increase in output 
per man ? 

Mr. Terer. Per man-hour. 

Senator Dovetas. Well, let our right hand know what our left 
hand has done, and put the chart on page 5 of the President’s Eco- 
nomic Report in the record at this point. 

(The chart follows :) 
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CHART 2 


OUTPUT PER MAN-HOUR IN MAJOR INDUSTRIES, 1909-53 
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Senator Leaman. Isn’t it also proper to say that while the pro- 
ductivity per man has increased by 19 percent, since 1949 the national 
production over the entire economic field has increased by somewhat 
over 40 percent ¢ 

Mr. Teper. Oh, yes; the total national output. 

Senator LeumMan. And the gross national income over that period 
has increased by something over 40 percent, and corporate profits 
have increased between 40 and 45 percent ? 

Mr. Terer. Moneywise, yes. 

Senator Lenman. Whereas the minimum wages have not increased 
at all since that period, in spite of the tremendous national progress 
that has been made. 

Mr. Terer. That is correct. 

Senator Dove.as. Mr. Dubinsky, I wondered also if you or your 
staff could submit frequency distributions of the wage rates or earn- 
ings for the most important sections of your industry; that is, what 
percents of the number earn less than specified figures / 

Mr. Dusinskxy. Oh, yes; we would be glad to do this. 

Senator Doueias. And would you submit tabular material com- 
paring wage rates and/or earnings in the United States with Puerto 
Rico In your industry ? 

Mr. Dupinsky. Yes. Thank you very much. 

(The information referred to appears on p. 258 ff.) 

Senator Dovue.as. Senator Allott ? 

Senator Atuorr. I have just one question, Mr. Dubinsky. 

! would like to ask you whether or not—and I think you have 
answered this indirectly—the Puerto Rican worker is better or worse 
off by reason of the inflow of American capital into Puerto Rico as 
a whole? 

Mr. Dusinsky. I would say he was better off. 

Senator Axttorr. I think you indicated perhaps a partial answer 
to that when you talked about the 2-cent wage, and the 12-cent wage. 

Mr. Dupinsky. That is right. That is why I say, Senator, without 
any doubt, he is better off. They need to develop industry on the 
island. 

Senator Attorr. Then I would like to add one other thing which 
you touched on here. Toward the end of your testimony, you told 
us President Mufioz-Marin said he didn’t want any runaway industries. 

Actually, when you consider the industrial development in the 
United States, what can they get but runaway industries? 

Mr. Dupinsky. Oh, Senator, they could get many industries. They 
could get firms which are really expanding. I, myself, know of 
certain shops that were opened up in Puerto Rico because they needed 
additional facilities. They expanded business, and I find no fault 
with this. And this is one of the reasons, Senator, why I have not 
enforced our collective-bargaining agreements with regard to Puerto 
Rico. 

Senator Atxorr. Perhaps I don’t understand you, sir. Could you 
give me a specific example of that ? 

Mr. Duprnsky. I will give you an example. Maiden Form ex- 
panded business. Instead of doing $12 million a year, they began 
doing $18 million. They needed additional production facilities. 
They looked around and found locations in Puerto Rico, but not 
because it had cheap labor—in this case I don’t believe they went 
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to Puerto Rico for cheaper labor. They needed additional plants, 
They also expanded in other places, on the mainland. 

Senator ALLotr. You mean for Puerto Rican consumption ¢ 

Mr. Dusinsky. No, they produce for mainland consumption. 

Senator Attorr. But Maiden Form did produce in the United 
States ? 

Mr. Duptnsky. Yes, and still does. 

Senator Attorr. This is the differentiation I cannot make in my 
own mind. To the extent they produce in Puerto Rico not for Puerto 
Rican consumption it is a runaway industry. 

Mr. Dusinsky. No, I don’t consider that to be a runaway industry. 
A runaway firm usually abandons its workers, such as was the case 
with the Milwaukee firm and the Philadelphia firm which I previously 
cited. I don’t know whether you were here, Senator. They aban- 
doned their workers and continued to operate elsewhere where wages 
were low. But when a firm has 10 shops on the mainland, and it 
needs 2 or 3 more shops, and it opens 1 in Puerto Rico, 1 in the South, 
and 1 in the North, I don’t consider it a runaway from the mainland. 

Senator Atvorr. I think that is the important ‘thing, that we do un- 
derstand what you mean by runaway, because in my way of thinking 
it often embraces something beyond what you say it is. In other 
words, your definition of a runaway industry is one which closes facili- 
ties here to take them there to get a tax benefit or a labor differential ? 

Mr. Duprnsky. Or curtails its operations here. But if they main- 
tain their operations here, and go there for expansion, I don’t object 
to it. 

Senator Doucias. You don’ t object to growth going to Puerto Rico? 

Mr. Dustnsxy. That is right. 

Mr. GotpseraG. I think what Mr. Dubinksy is saying is he believes 
Puerto Rico ought to share as part of the United States, because they 
are part of the United States, in the expansion of our economy, yet 
ought not to continue to detract from our economy. There is room 
for Puerto Rico having a share in our expanding economy. There is 
not room for shops closing down and going to Puerto Rico to take 
advantage of the low wage rates. 

Senator Atiorr. I think it might be wise to point out here, although 
it is not on the same subject, that it would be equally fair to put the 
shoe on the other foot, and have our American sugar firms share in the 
production of sugar, and not have it all go to Puerto Rico and Cuba. 
That is the situation in reverse. 

Mr. Dusinsky. You are right. 

Are there any other questions ? 

Thank you, gentlemen. 

Senator Lenman. I just wanted to ask Mr. Dubinsky a question. I 
wanted to compliment you for your most interesting statement. I 
am in agreement with what you have stated. I assume that you have 
left the discussion of the broader issues to Mr. Potofsky and George 
Meany, and Walter Reuther, and others, and that you associate your- 
self and your organization in their point of view. 

Mr. Dupinskxy. Absolutely. Anyhow, I kept you long enough, 
Senator, with my talk. 

Senator Leuman. I have here the schedule of minimum wage rates 
in Puerto Rico under the Fair Labor Standards Act, as amended. It 
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covers a great number of products, and | notice that the minimum wage 
in some of these industries is 60 cents an hour, 65 cents an hour, and 
ina considerable number it is 75 cents an hour. 

Mr. Dusinsky. Right. The cement industry. 

Senator Lenman. Whereas in the needlework industries, there is a 
low of 1714 cents an hour, to a high of, I believe, about 35 cents an 
hour. 

Mr. Teper. Forty-five cents. 

Senator Lenman. Why is there that tremendous differential as be- 
tween industries? We have some differential here, too, of course, but 
nothing on that scale. In Puerto Rico it is a differential of a very 
great percentage. 

Mr. Dusrysky. You are absolutely right in your question, Senator, 
and I don’t have the answer. I have the answer, but I don’t want to 
put it on the table, why the 21-cent minimum was raised to only 2214 
cents. Ihave the answer, but I don’t think I should go into it. 

On the other hand, a lot depends on the courage of the committees. 
The basis was wrong from the start—the time consumed, the in- 
adequacy of funds, and the composition of the committees contributed 
to that. 

Also you have the following and here I don’t want to throw any re- 
flection upon some of my friends, the employers, but, Governor, you 
know some of them. We have a lot of bargain hunters, more than any 
other industry. They spotted Puerto Rico, and they felt that they 
could get bargains there. 

Senator Lenman. But these minimum rates were fixed on the rec- 
ommendation of the industry committees / 

Mr. Dusinsxy. Right. There is no mandatory minimum wage 
there. They are all fixed by committees. The type of employer 
counts, the spirit of the employer, and I want to say, also, the ability 
to pay also counts. 

The cement industry has a 75-cent minimum in Puerto Rico. 

I must conclude that the ability to pay must have been there. There 
was less opposition from the employers in this case than there was in 
our industries. That is why they were able to do it. 

Senator Lenman. I just want to ask one more question that has 
nothing to do with this particular issue. 

Have you noticed any substantial increase or threat of increase in 
the imports of textiles from Japan ? 

Mr. Dusinsky. I told you before about the Japanese blouses. You 
niay be interested in this, Senator, so long as you raised the question. 
When I attended the hearings in Puerto Rico, 16 months ago, an em- 
ployer threatened to move to Japan, just as in 1940, there were threats 
to move to the Philippine Islands, if minimums were raised. One 
employer said at that time that if we raised the minimum to 5 cents, 
the island would become a desert, and they all would move to the 
Philippine Islands. 

Senator Douatas. Five cents / 

Mr. Dusinsxy. Yes. We raised the minimum to 15 and 20 cents. 
Some advocated 314 cents. The record shows that they didn’t go to 
the Philippine Islands. One employer, for example, told to the com- 
mittee in 1950 that, if the minimum was raised to any degree, he would 
liquidate in Puerto Rico and go to Japan. He didn’t go to Japan. 
He increased his Puerto Rico operations by 270 percent. 
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At the hearings in 1954, this company introduced brassieres manu- 
factured in Japan. They attempted to compare labor costs in Japan 
and Puerto Rico, claiming that the labor cost in Japan was less than 
half. In other words, they tried to use psychology on the members of 
the committee implying that if they raised the minimum, the company 
will cease manufacture in Puerto Rico and make its brassieres in 
Japan. Fortunately, the public members in this case recommended 
55 cents, and you remember, I told you I thought it should have been 
60 or 65 cents. 

Now, this firm increased its production in Puerto Rico and else- 
where. So that until now we have no threats of Japanese production. 
We heard talk, but we had no real and serious threat. 

There is again a revival of talk about blouses from Japan. A\l- 
though imports have increased, about triple of what they were, I still 
lo not consider them serious. Employers came to me and asked me to 
join them in petitioning for a higher tariff. I refused. I do not think 
there is a real danger. I will not predict what will happen in the 
future. At least, as of today, this is my opinion. 

Senator Atiorr. What percentage of the market would they have 
to invade of any given market or any given segment of the market 
before you would consider that it might require such a recommen- 
dation ¢ 

Mr. Dusrnsky. Well, I don’t know what a yardstick would be, 
whether 10 or 20 percent, but when the amount is insignificant, I 
don’t want to discuss what amount it should come to. When there is 
real competition, then you know that it hurts. But so far, I believe, 
it does not hurt. I believe our employers exaggerate the danger as 
cf this time. 

Mr. Goxpperc. May I express to the committee our thanks for 
your courtesy. 

Mr. Dusrnsky. I certainly appreciate your time, attention, and 
consideration of this matter. 

(The following was subsequently received for the record :) 


INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION, 
New York 19, N. Y., May 12, 1955. 
Hon. PAvut H. DovuGtas, 
Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
Washington, D. C. 


Dear SENATOR Dovetas: At the time I appeared before your Subcommittee 
on Labor on April 20, you requested that I submit data to show to what extent 
the wage bill of some of the industries under contract with our union would be 
affected if the Federal minimum wage is raised, and data showing the nature 
of wage differentials between Puerto Rico and the mainland of the United States. 

Wage distributions for the mainland dress and women’s coat and suit indus- 
tries, based on the data gathered by the Bureau of Labor Statistics and analyzed 
by our research department, are appended herewith as tables 1 and 2. As you 
can see from these tabulations, the direct effect on the wage bill of these 
industries, in the event of the adoption of a Federal $1.25 minimum wage, would 
be minor. 

The growth of differentials between the average hourly earnings paid on the 
mainland of the United States and in Puerto Rico is illustrated in tables 3 through 
7 appended herewith. Table 3 shows the growth of the differential in the case 
of average hourly earnings for all manufacturing combined. Table 4 shows 
a widening of the gap between the two wage levels in the case of all needlework 
manufacture. Table 5 shows the growth of differentials between 1939 and 1953 
for the individual needlework products; it includes all the items for which such 
comparisons could be made. Table 6 shows, in a similar fashion, the growth of 
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differentials in a number of additional industries; this table also covers all 
industries for which data are available for such comparisons. Table 7 relates 
to a more recent period, 1949 through 1954, and illustrates how average hourly 
earnings have lagged in Puerto Rico ever since the adoption of the 75-cent 
minimum wage for the mainland. 

The growth in wage differentials between Puerto Rico and the continental 
United States illustrates most dramatically the problem which faces mainland 
industries as a result of the unfair competitive advantage accruing to their 
insular counterparts. As pointed out by the Secretary of Labor of Puerto Rico 
in his testimony hefore your committee on May 5, 1955: “Wage levels in Puerto 
Rico should always take into account the profound influence of wage levels in 
the United States. Wage levels in the States profoundly affect the competitive 
position of industries in Puerto Rico which compete with industries in the States. 
As wages increase in the States, the ability of competing industries in Puerto 
Rico to increase wages is improved” (p. 21 of his mimeographed statement). 
Yet while admittedly the wage levels in Puerto Rico did go up in the last 16 
years, primarily as a result of the activities of the special industry committees 
set up under the Fair Labor Standards Act, they failed to reflect the nature 
and extent of mainland wage advances, else the differentials between main- 
land and Puerto Rico would not have widened. Hence, the situation calls for 
correction of existing inequities. 

The first stop in this direction is the simultaneous increase, ordered by statute, 
in all the existing insular minimums by the same amount in cents per hour 
as the proposed rise in the minimum on the mainland. This action would leave 
the existing gap between mainland and insular minimum wage rates undisturbed 
at the time the law is amended. Increasing mainland representation on the 
special industry committees to at least one-half the total membership, which I 
recommended in the course of my testimony, should also help minimize the 
existing unfair competitive advantages in Puerto Rico. 

The secretary of labor of Puerto Rico, in his effort to show a lack of bias on 
the part of the insular committee members, argued that public members of the 
special industry committees have most frequently voted in unison. This com- 
parative unanimity of the public members is only a tribute to the persuasiveness 
of the public members from Puerto Rico and to the undue influence exercised 
by them on the judgments of others, because of their prestige, their numerical 
predominance on the committee and the fact that the committee chairmanships 
are also in their hands. Typically mainland public members of an industry 
committee rarely serve more than once. But public members from Puerto Rico 
are reappointed time after time. Thus, they are able to use their prestige as 
experienced members of former committees to influence the neophytes from the 
mainland, some of whom have no prior experience either with labor-management 
relations or with wage determinations. Nor do the several unanimous votes of 
all committee members in support of some of the recommendations in any way 
indicate that the proposed minimums “are the highest rates compatible with the 
ability of industries to pay” (p. 16 of Secretary Sierra’s mimeographed state- 
ment). Rather, such unanimity only too frequently reflects the fears of some 
members that unless they go along with a particular recommendation, an even 
lower rate may be adopted. Also, the vote is frequently made unanimous to 
insure that even the inadequate adjustments get approval of the Administrator 
of the Wage and Hour Division, for if, at any time, he rejects a recommendation 
of a special industry committee, the old minimum wage rates continue in effect 
until another industry committee is appointed, reviews the matter, makes its 
recommendations and resubmits these to the administrator for final disposition. 

There is no question that the existing gap between the mainland and the 
insular minimum wage rates has to be narrowed. The proposals advanced by 
the Puerto Rican representatives would, however, in no way guarantee that this 
would be done in the light of the available historical experience. This is in- 
herent in the very proposal advanced by the secretary of labor of Puerto Rico 
that with the increase in the minimum wage in the States, a special committee 
or the secretary of labor “should be directed to increase minimum wages, indus- 
try by industry, in Puerto Rico within the limits of the same percentage by which 
minimum wages are to be increased in the States” (my emphasis—D.D.). This 
instead of narrowing, would guarantee the widening of the gap. 

I am, of course, in full accord with the suggestion that the procedure leading 
to the issuance of wage orders for Puerto Rico be simplified. I believe that 
the record before the industry committees should suffice and that the hearings 
before the Administrator are not essential. However, to insure prompt action, 
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Congress should set definite time limits within which the committees and the 
Administrator are to act. Thus, for example, the committees should be required 
to bring forth their recommendations within 2 months after their appointment. 
Thereafter, the Administrator should have 30 days to receive any objections to 
the committee recommendations and another 30 days to issue the final wage 
orders. Two weeks thereafter, these wage orders should become effective. In 
this manner, the orders would be made effective within 444 months, instead of 
taking as much as 19 months as at the present. 

The suggestion advanced by the secretary of labor of Puerto Rico for the 
appointment of a permanent industry committee is neither practical nor desir- 
able. A permanent committee would be primarily a committee of Government 
employees out of touch with the intimate problems of the different industries 
under review. Since every industry has its own special competitive problems, 
the use of committees appointed for each group of industries permits the utiliza- 
tion of persons of competence with special knowledge about their own industries 
and the competitive situation in their respective fields. 

I urge your committee, as strongly as I can, to provide for a statutory increase 
in the minimum wage rates for Puerto Rico at the time you recommend a change 
in the minimum wage for the mainland. Contrary to the claim that the lower 
wages of Puerto Rico are “offset to a greater or lesser extent by adverse factors 
that result in increased costs to the industry in Puerto Rico, such as the cost of 
importing raw materials, the cost of exporting finished products to markets in 
the States, the necessity for adjustment of workers with an agricultural back- 
ground to mass production methods, and many other adverse factors” (Secretary 
Sierra’s mimeographed statement, p. 21), the reverse is true. The Puerto Rican 
Economic Development Administration in its publication Expand Your Industry 
in Puerto Rico, fifth leaf, notes: ‘““Nationalwide distribution is possible at less cost 
from Puerto Rico than between many major cities on the mainland using inland 
transportation.” An interview conducted by Beardsley Ruml with J. E. Mosman, 
of the Philips Control Corp., U. S. News & World Report, June 6, 1954, page 108 
and following pages, brought out that “shipment by sea from New York to San 
Juan costs a lot less than shipment from Chicago to New York by truck.” The 
handbook issued by the Economic Development Administration, Facts for Busi- 
nessmen, page 39, concludes: ‘The island’s location makes it especially desirable 
site for manufacturers who want to reduce their transportation costs to east 
coast, west coast, or gulf coast markets.” 

There is, of course, no question, about the efficiency of Puerto Rican labor. 
Secretary Sierra notes this with a justifiable pride when he says: “Our workers 
are as efficient as any in the world” (his mimeographed statement, p. 2). This 
is also well known to our union. Over 40,000 recent migrants from Puerto Rico 
work now on the mainland in shops under contract with our union. They are 
members of our union. Their efficiency and earnings are on a par with those of 
other mainland garment workers. This, too, is attested by the government of 
Puerto Rico in its publication. Thus, the Economic Development Administration 
in its publication Man and Woman Power for Industrial Production, cites the 
case of the R. & G. Co., garment manufacturers located in the Bronx, whose 40 
percent of labor force is composed of Puerto Rican hand and machine workers. 
These workers were rated by the company as “excellent” in productivity. A 
recent survey of Puerto Ricans in New York made by the Daily News reports 
similar conclusions: “An unscheduled visit to the New-Hi Dress Co. at 463 
Seventh Avenue brought this reaction from Isadore Heisler, who runs the factory. 
Heisler, who has 14 Puerto Rican women among his 28 machine operators, says, 
“they work perfectly, and if they weren’t reliable I wouldn’t have them. * * *” 
As an index to their capabilities he cited the fact that the women, with a salary 
based partly on piecework, earn paychecks running between $120 and $170 a 
week” (Daily News, Jan. 7, 1955). Both of these factories, I should add, are 
under contract with our union. 

This is also the experience on the island. A study published by the Office of 
Puerto Rico in Washington, D. C., Puerto Rico’s Potential as a Site for Textile, 
Apparel, and Other Industries, page 9, concludes: “Operations requiring nimble- 
ness or dexterity are believed to be performed as efficiently, if not more efficiently, 
by Puerto Ricans as by workers on the mainland.” Mr. Waldemar Bithorn, Jr., 
mainland industrial representative of the Common wealth of Puerto Rico sums 
up: “Puerto Rican workers have been found in one industrial study after another 
to possess an unusually high degree of manual dexterity and agility” (Daily 
News Record, Apr. 25, 1955, p. 45). 
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The so-called “adverse factors” of Puerto Rican operations, once investigation 
is made, are found by and large to be nonexistent. Even when they do exist, they 
are more than offset by the insular advantages: low rents, freedom from Federal 
taxation, and, in the case of new industries, freedom from insular taxes. 

Nor is there a justification to treat Puerto Rico differently on account of the 
differences in living costs. This was recognized by the Resident Commissioner 
of Puerto Rico, Dr. A. Fernés-Isern, when he testified before your subcommittee : 
“Living costs in Puerto Rico, at comparable levels, according to official figures 
from the Department of Labor of the United States, are higher than in Wash 
ington” (p. 1 of his mimeographed statement). The study to which Dr. Fernés 
Isern referred shows that living costs in San Juan, P. R., were 18 percent higher 
than in Washington, D. C. (U. S. Bureau of Labor Statistics, A Method of Meas 
uring Comparable Living Costs in Communities With Differing Characteristics, 
October 1953, p. 6). Washington is, of course, the highest cost city in the United 
States, with living costs 9 percent higher than New York City (U. S. Bureau of 
Labor Statistics, City Worker’s Family Budget for October 1951, shows that the 
comparative budgets for a worker's family of 4 persons requires $4,454 in Wash- 
ington, D. C. and $4,083 in New York City). In this light, wage comparisons 
between Puerto Rico and several foreign countries, offered to your subcommittee 
by the secretary of labor of Puerto Rico in his table 8, lose any and all signifi- 
cance, Investigations made by the Statistical Office of the United Nations, show 
for example, that living costs in London, England, are 24 percent below those of 
New York, while living costs in Rome, Italy, are 10 percent below New York 
(United Nations, Retail Price Comparisons for International Salary Determina- 
tion, statistical papers series M, No. 14, pp. 27, 39). It should also be remem- 
hered that goods imported from those countries to the United States are subject 
to custom duties. 

The comparisons between the wages of foreign countries and Puerto Rico are 
improper, and are, for that matter, beside the point. Puerto Rico is an integral 
part of the United States. Its goods are protected by tariffs in the same way as 
soods produced anywhere else in the Nation, whenever such protection is justi- 
fied. Its wage standards must be geared to the wage standards of the United 
States. This, of course, was recognized by the secretary of labor of Puerto 
Rico, and I cited him above to that effect. If Puerto Rican or mainland in- 
dustries need protection from foreign competition, this must be sought under 
appropriate statutes related to custom duties and foreign trade. It should not 
he sought through the Fair Labor Standards Act which is designed to eliminate 
substandard wages within the United States. 

Wage levels in Puerto Rico are creating an increasingly serious problem for 
mainland industry. Of course, low wages are not confined to home needlework, 
contrary to the assertion made by the secretary of labor of Puerto Rico (his 
mimeographed statement, p. 11). Thus, today, a minimum wage rate of 21 
cents an hour is paid in the factory operations in the production of ladies’ 
sweaters and ladies’ hats and hat bodies—industrial homework does not exist 
in these Puerto Rican industries. Nonhandsewing operations, which are usually 
not done in the homes, command a minimum wage of 30 cents an hour in the 
production of cotton underwear, infants’ wear, handkerchiefs and square scarfs, 
and household art linens; a 32-cent minimum is paid in the production of small 
leather goods: a 33-cent minimum is paid by railroads: and so on. There is, 
in fact, no area of economic activity in Puerto Rico where wages are not very 
low. Low wages are not limited to industrial homework. 

Over the years, the wage differentials between the continent and Puerto Rico 
have been widening. It matters not that some of the increases in the legal 
minimum wage rates which took place in Puerto Rico appear large when meas- 
ured in the form of percentages. As such, these increases merely reflect the 
subnormal rates which existed in the past and in no way indicate that sound 
rates have been achieved at the present. Mistakenly, the Congress overlooked 
the competitive nature of Puerto Rican production at the time the Fair Labor 
Standards Act was amended in 1949. As a result, the growth in wage differ- 
entials has continued unabated. This is why Congress should not overlook this 
problem at the present time. The very fact that average hourly earnings in 
Puerto Rico tend to hug the legally established minimum wage rates is an addi- 
tional reason for congressional intervention, for it is precisely in such situations 
that minimum wage laws find their greatest need and justification. 

I am fully cognizant, of course, that Puerto Rico has to develop its industry 
and that it must be in a competitive position with the mainland. It should not, 
however, be given an unfair competitive advantage, damaging to the mainland 
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employers and workers, and, in fact, depriving the insular workers of a fair 
minimum wage. That is why I am hopeful that the Congress will take steps 
necessary to prevent the widening of the wage gap between Puerto Rico and 
the mainland by enacting a cents per hour increase in all the insular minimums 
in the same amount as that by which the mainland minimum wage is raised and 
by reorganizing industry committee composition and streamlining and speeding 
up the procedures leading to the issuance of final wage orders. This will help 
to reduce the backlog of inequities which have accumulated in the last 16 years 
and place Puerto Rico on a fairer competitive basis with the mainland. 
Sincerely yours, 


DAVID DUBINSKY. 


TaBLe 1.—Distribution of workers by hourly earnings, dress industry, United 
States 
Percent 

Hourly earnings: of workers 

Under 90 cents 

90 cents and under $1 

$1 and under $1.10 

$1.10 and under $1.25 

$1.25 and under $2 

$2 and under $3 

$3 and over 


Direct increase on wage bill as a result of the adoption of the different minimum 
wage rates 


Wage bill 
Proposed minimum: increase, percent 


Source: ILGWU research department (based on data gathered by the Bureau of Labor 
Statistics). 


TABLE 2.—Distribution of workers by hourly earnings, women’s and misses’ coat 
and suit industry, United States 


Percent 


Hourly earnings: of workers 


Under 90 cents 

90 cents and under $1 
$1 and under $1.10 
$1.10 and under $1.25 
$1.25 and under $2 
$2 and under $3 

$3 and over 


Total 


Direct increase on wage bill as a result of the adoption of the different minimum 
wage rates 


Wage bill 


Proposed minimum: increase 


gtetntion) ILGWU research department (based on data gathered by the Bureau of Labor 
statistics). 
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TABLE 3.—Average hourly earnings, all manufacturing, United States mainland 
and Puerto Rico 


United Puerto Wage differ 

States Rico | entials 
NOs 5. tietcee aan ap tin awn abe atee ian dadkbe< $0. 63 $0.19 $0. 44 
a 1.02 28 74 
October 1954....-..-.- enna ce Ne cesctaardiessi 1.81 i) 1.31 


Sources: United States: Bureau of Labor Statistics. Puerto Rico: Puerto Rico Department of Labor 


TABLE 4.—Average hourly earnings, apparel Gnd related products industry, 
United States mainland and Puerto Rico 


United ie as Wage 
States Puerto Rico differentials 


1939 bd : ied aie also alaeeeaeaeatianahn $0. 53 $0.17 $0. 36 
1044 eis ese des $e cee wtecwcncwnseccccoosscococscene 30 - 20 | . 00 
October 1054. .-....--..- naglbedsancestiieis ws iain $1.34 .39 . 95 





Sources: United States: Bureau of Labor Statistics, Puerto Rico: Puerto Rico Department of Labor. 


TABLE 5.—Increases in average hourly wages, apparel industries, United States 
mainland and Puerto Rico, 1939 and 1953 








United Puerto Wage differ- 
States Rico entials 

Women’s and children’s underwear and nightwear: 

Saw. jcriminnishnacundse eed $i). 42 $0.17 $0. 25 

hc listiiltin ty 4 «bq bninaiped blew arteqamiiie’ adielananhtahere 1.13 29 4 
Blouses, dresses, and neck wear: 

cinta gina ninnidatilnnimminbinneianipcinais . asi 53 .19 . 34 

ani el alacant ance em gee 1. 38 35 1.03 
Children’s and infants’ outerwear: 

akitith ddnlibh bb pedis bb bentinteninnint denen _ . 41 16 25 

a alain at aN a Sa de cece eens go ies embed 1. 22 . 33 89 
Men’s separate trousers: 

Re ee ot ; Sihidwen bia . 44 14 30 

a . é eaieenntins 1.19 4 75 
Men’s and boys’ coats and suits: 

Se oon te . 67 15 . 2 

1953 ___ peda eakt shadbaanie ‘ babe 1. 57 44 1.13 
Men’s shirts: 

1939 Ecbbdenanen’ - i aware ‘ . 39 18 . 24 

Fs in SRN a ai nase cbebumendageaetad cig = 1.11 . 45 . 68 


Sources: Data for the mainland: Bureau of Labor Statistics, U. S. Department of Labor. Data for 
Puerto Rico: For 1939 from the annual report of Puerto Rico Commissioner of Labor for 1938-39; for 1953 
1rom wage surveys made by the Wage and Hour Division, U. S. Department of Labor. 
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TaBLe 6.—Increases in average hourly wages, Puerto Rico and United States, 
1939 and October 1954 


Puerto Rico Mainland United States| Differentials 


Oct. 
1954 


Industry 


Oct. 


‘ Oct. 
1954 Increase 1939 


1954 


1939 Increase 1939 


Bakery products__- $0.17 | $0.50! $0.33) $0.62) $1.6 .06 | $0.45 
Beverages . 20 . 68 . 48 . 87 . 9 1. 0 . 67 
Confectionary and related products .19 . 38 .19 .49 5 ” . 30 
Furniture and fixtures .14 -47 . 33 . 53 . 58 . 0F . 39 
Costume jewelry, costume novelties, | 

buttons, and notions ; . 30 . 51 21 . 58 ; . 8S . 28 
Fertilizers . 24 .78 . 54 . 41 a . 0 oat 
Products of petroleum and coal_--_-_- . 23 . 68 45 75 . 2 .é - 52 | 
Machinery (except electrical) . 24 . 87 . 64 .73 2. 0: 4 .49 
Canning and processing - -- .13 . af oa . 46 . 3 . 9 . 33 
Knitting mills , .18 . 46 . 28 . 54 - : . 36 
Men’s, youths’, boys’ furnishings, 

work clothing, and allied garments_ 25 : 14 .¢ i 75 | 13 
Paper and allied products, printing, 

publishing, and allied industries __- . 26 ‘ . 45 
Footwear (except rubber) . 15 . 46 | . 32 
Lumber and wood products (except 

furniture) ane ia Sass . 24 
Leather products 
Sugar_-_-_- . atl . 25 


Sources: 

Puerto Rico, 1939: Data in the Annual Report of the Commissioner of Labor, 1938-39, combined, on a 
weighted basis, to obtain averages for the various industries. 

October 1954: Puerto Rican Bureau of Labor Statistics, Employment, Hours, and Earnings in the 
Manufacturing Industries in Puerto Rico, October 1954. 

United States, 1939: U.S. Bureau of Labor Statistics, Handbook of Labor Statistics, 1941 edition, Bulletin 
No. 694, vol. IT. 

October 1954: U. S. Bureau of Labor Statistics, Employment and Earnings, January 1955. 


TABLE 7.—Increases in average hourly earnings, Puerto Rico and United States 


| Puerto Rico | United States | Differentials 


Industry | 
Jan. | Oct. | In- Jan. | Oct. | In- Jan. Oct. 
1950 1954 | crease 1950 | 1954 crease | 1950 1954 


| 


I th prints cinninnmiinnns $0.44 | $0. 50 .06 | $1.42 | .81 | $0. 39 | $0. 98 $1. 31 
Food and kindred eetaes . 52 | : ii 31 . 67 | . 36 | . 79 1.02 
Tobacco. - - 29 | ‘36 ; 02 . 24 ; 74 . 88 
| 43 | . 49 . 06 . 20 . 36 | . 16 aa . 87 

Apparel and related onaduin zi: -3l | . 39 | ; 19 | . 34 , . 88 .95 
Lumber and wood products (except | | 

furniture) -- __- . 46 . 57 | ‘ . 24 . 69 - 45 | . 78 .12 
Furniture and fixtures . 40 47 | 07 | . 24 . 58 . 34 . 84 01 
Paper and allied products----_-_-..--: | 47 | 72 | 25 | . 36 .78 ’ . 89 . 06 
Printing, publishing, and allied in- 

dustries __. peineks . 53 . 70 | . . 86 . 29 « . 33 . 59 
Leather and leather products. . 36 . 44 | j .14 . 39 - 2 . 78 . 95 
Stone, clay, and glass products- - -- . 58 .70 12 | .39 . 78 ‘ . 80 | 98 
Fabricated’ metal products (except 

machinery and_ transportation | 

equipment) = | 45 .61 | . 16 .49 1. 92 - 43 .04 
Transportation equipment. caer | . 38 .91 . 53 | . 68 2. 16 . 48 . 30 | 
Chemicals and allied products, ete_. . 44 . 68 | . 24 . 45 1. 91 . 46 .O1 | 
Machinery (except electrical) _.------| . 56 | . 87 21 . 54 2.03 - 49 - 98 | 

as 











Norte.—All industries for which comparisons could be made are included in this table. 


Sources: Puerto Rico, January 1950: Puerto Rico Bureau of Labor Statistics, Horas y Salarios de los 
Trabajadores de Produccion, en los Grupos Principales de Industrias Manufactureras de Puerto Rico, Anos 
Naturales 1949 y 1950 (May 1951). 

October 1954: Puerto Rico Bureau of Labor Statistics, Employment, Hours, and Earnings in the Manu- 
facturing Industries in Puerto Rico, October 1954. 

United States, January 1950: U. S. Bureau of Labor Statistics, Employment, Hours, and Earnings, His- 
to ‘ical Series. 

October 1954: U. S. Bureau of Labor Statistics, Employment and Earnings, January 1955, 
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Senator Doveias. The next witness is Mr. Sol G. Lippman, the 
veneral counsel of the Retail Clerks International Association. Mr. 
Lippman. 

It may be that we will recess before you complete your testimony. 
Lf so we will come back this after at 2 o’clock. We will try tor 
if so we Wl1ii come Dack this afternoon at 2 o clock. e will try to run 
until about 12:25. 


STATEMENT OF S. G. LIPPMAN, GENERAL COUNSEL, RETAIL CLERKS 
INTERNATIONAL ASSOCIATION, A. F. OF L., ACCOMPANIED BY 
JAMES A. SUFFRIDGE, SECRETARY-TREASURER, AND JOHN P. 
PHILPOTT, LEGISLATIVE REPRESENTATIVE 


Mr. Lippman. Mr. Chairman and members of the subcommittee, 
my name is S.G. Lippman. I am the general counsel for the Retail 
Clerks International Association, A. F. of L. Lam appearing for the 
purpose of urging that the present retail exemption found in section 
13 (a) (2) of the law, relative to coverage be eliminated, and that the 
law be made applicable to enterprises in the retail field which effect 
interstate commerce. It is not the intention to seek any coverage over 
predominantly local establishments. These, we believe, should remain 
primarily the concern of the various States. The Murray bill accom- 
plishes this purpose, and I think Senator Lehman’s bill accomplishes 
the same purpose. 

The Retail Clerks International Association represents approxi- 
mately 300,000 employees in retail stores throughout the United States 
and Canada. The membership is composed predominantly of em- 
ployees working in chain grocery stores, chain drugstores, department 
stores, chain variety and specialty stores. 

There are approximately 8 million employees in the retail field. 

Senator Doverias. Mr. Lippman, does that represent those who re- 
ceive wages and salaries, or does it also include proprietors and 
agents ¢ 

Mr. Lippman. I would say wages and salaries. 

Senator Douctias. It does not include proprietors? 

Mr. Lippman. No, not proprietors; but it would include executives 
and administrative personnel in the chain operations. 

These persons are employed mainly within the retail establishments. 
It is reliably estimated that approximately 14 percent of the nonagri- 
cultural employment force is employed in the retail field. The Retail 
Clerks Union has always regarded it as a point of serious aggravation 
that these retail employees, representing a substantial segment of the 
employment force of the country, should be discriminated against in 
ihe coverage of the wage-and-hour law. We believe that the exemp- 
tion is due to a misapprehension of the nature of retail operations as it 
predominantly exists in this day and age. The exemption as reflected 
in congressional committee reports is bottomed on the proposition that 
the corner grocery store, drugstore, small clothing store, local variety 
store, should not be subject to Federal regulation. Behind that 
fecade immunity was obtained for the mammoth interstate chain 
store industry, operating thousands of stores with hundreds of 
thousands of employees. 

In the retail grocery field as example, the A. & P. Co. operates 
approximately 4,600 establishments, with an annual volume of approx- 
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imately $4 billion. Not quite as large as A. & P., but equally impves- 
sive, we have the Safeway Co., with 1,845 stores employing 40,000 
people, and the Kroger Co. with 1,664 stores, employing approxi- 
mately 30,000 people. These companies have subsidiaries which 
operate bakeries, cheese processing plants, milk plants, creameries, 
general factories, coffee roasting plants, and even an insurance com- 
pany. The American Coffee Corp., owned by A. & P., is the world’s 
largest coffee purchaser. A. & P. subsidiary Atlantic Commission Co. 
is the world’s largest purchaser of fresh fruits and vegetables. They 
are tremendous business enterprises. However, the store employees 
are not presently covered by the law. 

In the variety store field we have F. W. Woolworth, with 2,021 
stores, employing 96,000 people. Woolworth operates stores in each 
of the 48 States, District of Columbia, and in foreign countries. S. 8. 
Kresge with 681 stores, employing 38,000 per’ W. T. Grant, with 
500 stores, employs 23,000 people: J. J. Newberry, with 476 stores, 
employs 32,000 people. None of these store employees is presently 
covered by the law. 

In the drug field, we have Walgreen Co., operating 388 stores in 
38 States; Rexall Co., with 270 stores in 24 States and Canada; 
Peoples, operating 157 stores. 

Senator Dovetas. Mr. Lippman, may I interrupt your statement 
here? Someone claimed that the Rexall chain is not centrally owned, 
but that individual managers are in effect proprietors. Do you think 
that is true or not? 

Mr. Lippman. Would you answer that, Mr. Suffridge ? 

Mr. Surrrace. I think you will find that Rexall, when they started 
their program of confining their operations more to manufacture and 
distribution, did go into the agency-type store. I believe, however, 
that the stores referred to here are those that are operated directly 
by the company’s central office. 

Senator Atitorr. May I also make this comment because I think 
this is a vital point which the chairman has raised. I do not quarrel 
with the figures that have been given here, but I am able to say of my 
own personal knowledge, that at least one store is wholly owned and 
controlled, and that the Rexall Co., as such, owns no share of the capi- 
tal stock of that company. 

Mr. Surrrace. I think that would run into thousands if you go 
into the Rexall agency stores, because they sold out all of their stores 
in Chicago, if I am not mistaken, or most of them. 

Mr. Lirpman. These figures are the company-owned Rexall stores. 

Senator Atxorr. But there is a different integration. 

Senator Doveras. The 270 stores are company-owned stores? 

Mr. Surrrace. Yes. 

Like Western Auto. They have agency stores all over. 

Mr. Lippman. These are the nonfranchise stores. There are stores 
which are so-called franchise stores which use the Rexall name, but 
these figures do not cover that classification. 

Senator Dovetas. Thank you very much. 

Mr. Lippman. Employment figures were not readily available of 
the number of employees employed by these chain drug stores, but it 
‘an be safely assumed they run into many thousands of employees. 
None of these store employees is covered by the law. 

I did obtain the Walgreen figures, though. It was 16,500 employees. 
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In the department store field we have J. C. Penney, operating 1,647 
stores with approximately 56,000 employees, and in excess of $1,107,- 
400,000 in annual sales volume. Sears-Roebuck has 699 stores with 
an annual sales volume of almost $3 billion, employing in excess of 
120,000 people. There is no breakdown as between mail order and re- 
tail. This is a combined figure, but it does illustrate the scope of the 
operations. 

Now, the mail order firms are under the act. Montgomery Ward 
has 568 stores and has a combined mail order and retail payroll of 
53,000 employees. Incidentally, mail order employees selling at re- 
tail are covered, but not so retail store employees selling the same 
product. 

You see, you could go to the mail order desk and buy the product 
and it will come from the mail order department, and that employee 
upstairs is covered. You buy the same product, and you pay a little 
more in the store itself, and that retail employee is not covered. 

Allied Stores operates approximately 75 department stores with 
about 28,000 employees. 

The department store picture would not be complete without refer- 
ence to specific department stores, such as Marshall Field, operating 
S stores, employing 20,000 employees. The Chicago store alone em- 
ploys approximately 10,000 employees. 

Senator Doveias. That company has stores only within Illinois? 

Mr. Liepman. No, I think it has a store in the State of Washing- 
ton. 

Mr. Surrrince. Frederick & Nelson in Seattle, Wash. 

Mr. Lippman. Just what the corporate relationship is, I cannot 
say. 

The May Co. has 26 stores, employing 27,000 persons. R. H. Macy 
has 26 stores, employing 24,000 people. These stores have sales run- 
ning into many millions of dollars. The newspapers observed that 
Marshall Field, during last Christmas, on 1 particular day exceeded 
$1 million in sales. That is a far cry from the corner grocery store. 

We also have numerous chains of specialty stores, such as Bonds, 
Grayson, Lerner, and Lane-Bryant. Bonds has 83 stores with 10,000 
employees; Lerner operates 215 stores, with almost 10,000 employees; 
Grayson has 73 stores, with 5,000 employees, and Lane-Bryant 30 
stores with 3,600 employees. 

The foregoing list is not exhaustive, but merely illustrates the size 
and type of operations in the retail field. These stores and others 
of like character have a significant impact on interstate commerce. 
They operate through centralized headquarters with centralized pur- 
chasing and control. The wholesaler has been eliminated. All of the 
transportation and communication media are exhaustively employed. 
Employment, personnel, and labor relations policies of these organiza- 
tions are centrally controlled, operated through a network of numerous 
officials. Local management merely exists for the purpose of carry- 
ing out the basic policies formulated in the central offices of the par- 
ticular company involved. In no realistic sense can any of the retail! 
establishments be regarded as anything but the expression of tremen- 
dous corporate power. These stores bear as much relationship to the 
corner grocery store as the present high-powered motor car resembles 
the old horse and buggy. 

62569—55—pt. 1——18 
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Secretary Mitchell aptly characterized chain store operations when 
he stated before this committee: 

These multistate enterprses are basically not local or intrastate in the most 
important characteristics, including ownership, control, financing, Nanagement, 
and personnel policy. 

According to the 1948 census report, 6,159 firms operated 4 or more 
stores. These firms operated a total of 107,409 retail stores with total 
sales of $30,425,000,000. These multiunit enterprises accounted for 
only 9 percent of all retail stores, but had approximately 30 percent of 
the total retail sales volume. This figure has undoubtedly been ac- 
centuated during the last 7 years. The 1948 census report further dis- 
closes that chains of 4 or more stores did (a) 41 percent of all retail 
grocery and meat business, (6) 52 percent of all department store 
business, (¢) 83 percent of all variety store business, and (d) 48 per- 
cent of all shoe store business. These are mere examples, and the 
same could be said for other branches of retailing. 

Stores employing 100 er more persons represented only two-tenths 
of 1 percent of all retail stores in 1948, but such stores did 12 percent 
of all total retail stores, and accounted for 18 percent of the annual 
retailemployment. Stores employing 10 or more employees accounted 
for 47 percent of the total retail sales, and 58 percent of the total 
number of employees in the retail field. 

Senator Dove.ias. Mr. Lippman, there is an apparent contradiction, 
since the percentage of employees in the chainstores is greater than 
the percentage of sales, I suppose that is accounted for by the fact 
that in the small-proprietor stores the proprietors are not counted 
as employees, but handle part of the functions as sales people? 

Mr. Lirrpman. That would be correct. 

Senator Attorr. Mr. Lippman, I assume that you are something 
of an authority in this field. 

Mr. Lirpman. Well, we try'to learn 

Senator Attorr. At least more than I am. 

Isn’t that due also to a great extent to the fact that as you develop 
into more highly mechanized types of chainstores, it does actually 

take more employees per dollar volume of sales than it does in the 
local drugstore or local grocery store? 

Mr. Svurrrice . No; the productivity increases in these larger 
operations. 

Senator Atxiorr. Well, that is contrary to the information that I 
got when I went into a similar situation about 2 years ago. As you 
got into mechanization your wage costs increased. 

Mr. Surrripee. Your wage cost by the volume goes down. 

Mr. Lippman. Our figures show as the store grows larger the costs 
go down 

Senator Atnorr. Well, why is it—I have got to get this plug in 
for my farmers—why is it the differential paid to a farmer and the 
amount you pay on the food shelf is going up constantly? Isn’t 
it because of the packaging that goes on in between? Isn’t there 
more labor in there? If it isn’t then the farmers are being trimmed 
more than I thought. 

Senator Doveras. I might say to my good friend from Colorado, 
that this is the very question the Democrats in the Senate wanted 
to find out a year or two ago. We proposed an investigation by the 
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Federal Trade Commission to find out why it was that farm prices 
were falling and food prices were not falling. I regret to say that 
that proposal of ours was defeated by a vote of 45-30, with only 
{ Republican members voting “aye.” 

1 am glad to see our friend from Colevado has switched over, 
and you will give support in the future. 

Senator AuLLorr. 1 might point out your party had control of both 
Houses of Congress for 20 years with the exception of 2 years, and 
you should have had great opportunity to look into it. 

Senator Dovetas. But this is a matter of recent occurrence. It 
is a matter of occurrence since approximately 1951 or perhaps since 
October 1952, when farm prices were at parity, and the decrease has 
taken place since then. 

I do not wish to stress the significance of these dates unduly. 

Senne Auuorr. Lf we want to talk about those things, Mr. Chair- 
man, we should also note that during the previous administration, 
the last 3 years, the prices on farm products in terms of parity dropped 
16 points. It has only dropped a net of 3 or 4 points since. 

Senator DouGias. But the real point is the question of parity, and 
in October 1952, the parity ratio was 100. For March 1955, the parity 
ratio was 86. I don’t think the farmers would suggest that they 
should be permanently guaranteed more than parity, but the blows 
have come when the reductions go below parity. 

Senator ALLorr. I have questioned that. You are right, in that 
year it was at a hundred. That was when it was on its down sliding 
scale of 16 points in 3 years. It slipped through that hundred awfully 
fast. 

Senator Doue.as. It had decreased, but I don’t think the farming 
<< would object to reductions down to a hundred. What 
has hurt has been the reduction below a hundred. I know this is a 
matter of party dispute. It will interest you as onlookers only. 

Mr. Surrriper. | would like to make one remark. Mr. Philpott has 
some statistics as an individual who has spent a few years in a retail 
store. I know of the changes that have come about. 1 know, to take a 
very crude example: we used to get our potatoes in and bag them 
in the store by hand; that isn’t done any more. All of this bagging 
is automatic all of the way through, and even the wrapping of cer- 
tain vegetables is all automatic now. It used to be done by hand. 

There used to be a lot of trimming of vegetables by hand in the 
stores. 

Senator Attorr. Let me ask you this in another way: If you can- 
not answer it, don’t feel I am trying to corner you. But I would 
like to know, is the percentage of the net profit of the typical thing 
we are talking about, say a Safeway Store or an IGA, or that type 
of store, or in the drug field, if you wish, cut by reason of the present 
methods of marketing « over what it w as, we will say 10 years ago? 

Mr. SuUFFRIDGE. Now, that puts it on a different basis. When you 
get into chains you are wetting into a dark spot that we have no access 
to. Before they arrive ‘at net. profits many things happen. 

But on the gross volume, the only thing that an ordinary every-day 
retail person “knows anything about, the percentage of the gross 
volume for help nowadays is lower than it used to be. In other 
words, where it used to run 8, 10, 11, 12, and even 15 percent, it must 
be down now to I would say as low as 3, but running around 5 percent. 
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Senator Atyorr. Thank you. That clears up a misapprehension, 

Mr. Puttportr. The Senator’s question on that squeeze on the con- 
sumer’s dollar interested me because we have a technical bulletin 
issued by the Department of Agriculture, Senator, taking in the textile 
field in which, of course, we are largely, in the department store indus- 
try; soft line goods. The consumers’ cotton dollar from 1939 to 1950 
took this change in the bites that are taken out of it. Profits increased 
from 5.7 to 11. The farm production bite out of the consumer’s dol- 
lar also increased, from 7.5 to 13.3. Now, all other elements out of the 
consumer’s dollar decreased. Advertising decreased, salaries and 
wages decreased from 47.8 to 47 percent. There were only two ele- 
ments of the consumer’s cotton dollar that showed an increase, farm 
production and profits. 

So when you ask does this new type of merchandising in the years 
past show wages taking a bigger bite out of the consumer’s dollar, we 
van only refer to a governmental study which shows that. 

Mr. Lirrman. It need hardly be stated that these figures we have 
just gone over demonstrate that the retail business today is dominated 
by big business and no basis exists for treating these large multistate 
enterprises with the same solicitousness and economic concern that 
Congress manifests for the local corner retail store. No justification 
‘an exist for treating these enterprises on any basis different than that 
accorded any other economic enterprise affecting interstate commerce. 
Indeed, the size of these enterprises, the volume of their business, the 
number of employees, the sheer magnitude of their operations, dwarf 
many industries about which no question exists respecting coverage. 
Sincerity in meeting the legislative purposes, as stated in the Federal 
wage and hour law, requires that the same protection be given the 
millions of workers in the retail field that Congress affords to em- 
ployees in other industries, especially when the need is so great. 

It is not a coincidence but a directly traceable result that the lowest 
wages in the country are found in the exempt industries. Especially 
significant is the observation found in the study of the results of the 
minimum wage increase of 1950, issued by the Department of Labor 
on August 1, 1954, which states in part that during the 1949-51 period 
the high and low wage subject industries had the same proportionate 
increase in mean average hourly earnings, 13 percent, while the non- 
subject retail and service trades lagged behind with an 8 percent ad- 
vance. The report noted that most of the differences in gains between 
the low wage subject and nonsubject industries probably was caused 
by the minimum rate increase. The report noted further that the 
1949-51 experience shows that the low-paid industries subject to mini- 
mum wage legislation were able to hold their own in the percent 
earnings advances with high paid industries, while low pay indus- 
tries outside the benefits of such legislation were not able to do so. 

The average hourly rate in the manufacturing industry was $1.83 
an hour as of December 1954. On the other hand, the rate in general 
merchandise stores in the same month was $1.11 an hour. Of course 
the rates are higher in organized establishments in large cities, but 
this does not tell the full story. There are numerous interstate retail 
operations in northern rural and southern areas which pay fantasti- 
cally low rates. Numerous examples of 35 cents to 50 cents an hour 
wages can be found. 
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Senator Doverias. Mr. Lippman, I wonder if you can submit evi- 
dence on earnings in the retail industry which indicate substandard 
payments to the employees ? 

Mr. Lippman. Yes; we can do that. As a matter of fact, we have 
come right here taken from actual figures. 

Mr. Pumporr. I will give you a spot check, Senator, which will 
indicate just a very brief survey and, of course, detailed earnings can 
be submitted. 

But, for example, in Allison, Pa., a recent survey we made bears 
out that 50 percent of the employees in retailing are receiving under 
90 cents an hour. In Saginaw, Mich., we find similarly that approxi- 
mately 50 percent of the employees recently surveyed are in a weekly 
wage bracket of from $32 a week to $36.50 a week, gross pay, and that 
includes the firm of Montgomery Ward. 

Senator Doveras. That is 40 hours a week? 

Mr. Pritporr. Those are 40-hour weeks. 

In Clarksburg, W. Va., rates ranged from $32 a week to $35 a week 
with department supervisors receiving $1 an hour on a 40-hour week. 

Senator Doveias. Or from 80 to 871% cents an hour? 

Mr. Puttrorr. That is right, and that included Montgomery Ward, 
which would be included under the administration’s proposal. 

Present salary rates still show rates as low as 65 cents an hour, with 
practically everbody surveyed under 90 cents. 

In Christopher, Ill., a survey of all stores on an industrywide opera- 
tion showed that rates ranged from 62 cents to $1.08 an hour, with 80 
percent of the employees surveyed receiving less than 95 cents. 

Senator Dovuetas. I know the town of Christopher. There are not 
many chainstores in the town of Christopher except groceries. 

Mr. Puttporr. It is largely food that we are referring to, with the 
exception of textiles as in Montgomery Ward. 

Now, in Tampa, Fla., a recent survey of W. T. Grant Co., shows 
that pay rates ranged from 55 cents to 65 cents an hour. 

Senator Dovetas. That is a large city, too. 

Mr. Puruporr. And a large concern. 

Senator Dovetas. And it is right next to St. Petersburg, another 
large city, so the two cities together form a metropolitan area. 

Mr. Puitrorr. The interesting comparison is that the same com- 
pany in Oakland, Calif., selling the same merchandise on the same 
national buying program paid their employees doing the same job, 
9214 cents an hour to $1.0834 an hour in the same year. There is a 
range by geographical separation from 55 cents to 9214 cents for be- 
ginners, and from 65 cents to $1.0834 for experienced sales people; 
the same company, 2 geographic locations. Certainly there’s no equity 
in that type of operation. 

Mr. Surrrince. I believe the retail prices received in both instances 
would be almost identical. 

Mr. Puttporr. I would say so because it is nationally bought, dis- 
tributed, and sold. For a $6.98 housedress they get $6.98 anywhere 
in the United States. 

I am going to refer now to the limited type variety business. 

Senator Doveias. You mean Woolworth ? 

Mr. Puiporr. Yes; Kresge, Kress, Newberry, and so forth. 

In San Francisco, it is $1.1214 to $1.3114 an hour. All variety 
stores in the city. Now, we know that in taking a survey in unorgan- 
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ized areas, the national variety store average will show less than 80 
cents an hour. We find this fault in averages. All retail in the Gov- 
ernment statistics shows $1.48 an hour average. General mechandise 
breaks down to $1.18. Food and liquor to $1.61. Auto accessories, 
$1.73, and apparel, $1.33. 

Senator Douguias. These are figures for San Francisco? 

Mr. Puitrorr. These are overall United States figures from the 
Government Bureau of Labor Statistics study. 

Yet we find when we break down a spec ific exempt industry, such 
as limited price variety, we can’t even reach an average of 80 ¢ ents. So 
where they get the $1.18 overall average is a mystery. 

We assume that the Government takes into consideration in arriv- 
ing at the $1.18 the inclusion of all part-time help, all short-hour help, 
so that the actual w age level per hour reaches a high average. 

Senator Doveras. I wondered if you would submit for the record 
the more detailed information which obviously lies behind this state- 
ment. 

Now, I regret that since it is 12:30 we must adjourn, Mr. Lippman. 
Could you come back at 2 o’clock ? 

Mr. Lirpman. I would be happy to try to do so. 

Senator Dovueias. I may not be able to be here because we have 
the upper Colorado project on the floor, and I may have to attend 
the session for that. But there will be someone else to preside. 

(Whereupon, at 12:30 p. m., the committee recessed until 2 p. m. of 
the same day.) 


AFTERNOON SESSION 


The subcommittee met at 2 p.m. 

Present: Senators Neely, McNamara, and Goldwater. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator GoLpwATER (presiding). The committee will come to order. 

Mr. Lippman, I understand you were somewhere in the middle of 
your statement. 

Mr. Lippman. Yes, sir; I was. 

Senator GotpwaTer. You may proceed. 

Mr. Lippman. It need hardly be stated that these figures demon- 
strate that the retail business today is dominated by big business and 
no basis exists for treating these large multistate enterpr ises with the 
same solicitousness and economic concern that Congress manifests 
for the local corner retail store. No justification can exist for treat- 
ing these enterprises on any basis different than that accorded any 
other economic enterprise affecting interstate commerce. Indeed, the 
size of these enterprises, the volume of their business, the number of 
employees, the sheer magnitude of their operations, dwarf many in- 
dustries about which no question exists respecting coverage. Sincerity 
in meeting the legislative purposes, as stated in the Federal wage and 
hour law, requires that the same protection be given the millions of 
workers in the retail field that Congress affords to employees in other 
industries, especially when the need is so great. 

It is not a coincidence but a directly traceable result that the lowest 

wages in the country are found in the exempt industries. Especially 
significant i is the observation found in the study of the results of the 
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minimum wage increase of 1950, issued by the Department of Labor 
on August 1, 1954, which states in part that during the 1949-51 period 
the high and low wage subject industries had the same proportionate 
increase in mean average hourly earnings, 13 percent, while the 
nonsubject retail and service tr: ades lagged behind with an &- percent 
advance. The report noted that most of the differences in gains be- 
tween the low wage subject and nonsubject industries probably was 
caused by the minimum-rate increase. The report noted further that 
the 1949-51 experience shows that the lowpaid industries subject to 
minimum wage legislation were able to hold their own in the percent 
earnings advances with high-paid industries, while low-pay industries 
outside the benefits of such legislation were not able to do so. 

The average hourly rate in the manufactur ing industry was $1.83 an 
hour as of December 1954. On the other hand, the rate in general 
merchandise stores in the same month was $1.11 an hour. Of course 
the rates are higher in organized establishments in large cities, but this 
does not tell the full story. There are numerous interstate retail 
operations in northern rural and southern areas which pay fantas- 
tically low rates. Numerous examples of 35 cents to 50 cents an hour 
wages can be found. It is difficult for organized labor in these de- 
pressed areas to obtain adequate advances due to low wage substandard 
competition. 

Published material is not available to estimate the number of em- 
ployees who would be affected by the present minimum or even the 
proposed minima. Undoubtedly the Bureau of Labor statistics has 
these figures, since such information had to be available in compiling 
its overall averages for the retail field. 

While it is desirable to increase the minimum in covered industries, 
the need is even more intense to extend coverage to employees who 
are the victims of exploitation now exempt from coverage. These 
employees are without bargaining power and accept the offered rate. 
in small communities, with limited job opportunities, the alternative 
is unemployment, probably at the minimum unemployment rate of 
about $10 per week. 

Difficulty in the present law is found in the limited commerce defi- 
nition and in the fact that coverage depends on activities of the par- 
ticular employee, and not on the ‘interstate nature of the enter prise 
as a whole. For example, the employee of a chainstore is treated 
exactly in the same manner that the corner grocerystore employee 
is treated without regard for the fact that he is an employee of a 
large national or international business concern, crossing State and 
even national lines. Further, inconsistency under the present law 
results in that the warehouse employee who serves more than one chain 
establishment is covered because it is recognized that he is working 
for a chain operation, but such recognition does not extend to the 
employee in the store proper. 

Present State coverage is inadequate. As of January 1955 there 
were 26 States which had minimum- wage laws; however, of this num- 
ber, only 22 States have effective minimum rates. Only 17 States 
have any kind of regulations covering the retail trade and all but 5 
of these are limited to women. No minimum w age coverage in re- 
tailing exists in the State of Illinois. Last efforts to impose a 55-cent 
minimum for women in the retail field was enjoined by the courts 
due to alleged technical deficiencies in the administrative processes. 
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This occurred several years ago, and no substitute minimum has yet 
been promulgated. 

The Murray bill, and I believe that the same thing can be said about 
the Lehman bill, attacks the retail exemption in a realistic manner. It 
detines commerce to include activities affecting commerce. Were it 
otherwise the lifting of the exemption through amending section 13 
(a) (2) might not obtain coverage by reason of the present limited 
definition of commerce. Based on the reading of the Supreme Court 
decisions, it is by no means clear that employees in a chain store would 
be within the stream of commerce, or whether the courts would not 
hold that interstate commerce comes to rest at the loading platform. 
Secretary Mitchell recognized this problem when he proposed to cover 
any employee employed by a business, establishment, or enterprise 
which is part of an interstate enterprise, operating business establish- 
ments in different States. While we appreciate the efforts of the 
Secretary, we prefer the approach in the Murray bill, in order to cover 
large department stores which may not be part of multi-State organ- 
izations but do in excess of $500,000 business. 

In this respect, I would like to state parenthetically, the Secretary’s 
bill would merely cover about as he stated, 1,700,000 employees in the 
retail field, by virtue of limiting coverage to those stores which are 
part of a multi-State organization. 

The Murray bill, our recommendation, would be coverage for about 
31% million employees in retail stores. So from that standpoint, the 
Secretary does half the job in terms of effective coverage. 

Under the Murray bill, two conditions must be met to obtain the 
benefits of a retail exemption, (a) employment by an employer who 
has five or less establishments, and (6) the establishment or establish- 
ments must do less than $500,000 business annually. Therefore, cover- 
age would be extended to the large department store doing millions 
of dollars of business because both conditions for exemption would not 
have been met. At the same time, it would cover any chain which 
has more than five stores, even though the volume figure may not have 
been, met. The test is five or more establishments, regardless of vol- 
ume, or more than $500,000 volume, regardless of the number of stores. 
That is the way we analyze the Murray bill, and the Lehman bill, 
which we think is fine. 

In order to avoid the confusion of coverage found in the present 
law, we would not make the benefits of the law dependent on the activi- 
ties of the particular employee but on whether the employer’s activities 
affect commerce. This point was well made by Secretary Mitchell 
when he pointed out that it results in unequal treatment to employees 
within the same establishment. Since, as he points out, all the em- 
ployees are engaged in an integrated effort furthering an interstate 
enterprise, the statute should treat them all alike. 

It is time for Congress to realistically appraise the retail trade and 
its serious impact on interstate commerce. The retail trade should 
be recognized for what it is today, dominated by stupendous enter- 
prises. Certainly no justification can exist for continuing to exempt 
and to discriminate against the employees of retail establishments, 
especially where there are five or more of such establishments oper- 
ated by the employer, or where the employer involved does more than 
$500,000 worth of business, as set forth in the Murray bill. Failure 
to afford coverage to these employees is to leave them exposed to con- 
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tinued economic exploitation. Sincerity in achieving the declaration 
of policy as set forth in the law requires such action. Elsewise, how 
can Congress justify the disfranchisement from coverage of millions 
of men and women who labor in retail stores. 

While we applaud Secretary Mitchell’s efforts to expand coverage 
in the retail field, we are mystified at his statement that retail cover- 
age should be limited merely to minimum wage and not to be subject 
to the overtime provisions. The Secretary persuasively points out 
the inequities in continuing the retail exemption, but at the same time 
he would deny these retail employees the full benefits of the law, 
thereby perpetuating the discrimination. If no justification exists 
for continued exemption, as he concedes, what justification therefore 
exists for not granting these employees the same benefits granted all 
other employees who have been and continue to be subject to the law ¢ 

Indeed, the provisions of the law requiring overtime after 40 hours 
of work are an essential part of the fabric of the wage and hour law, 
as now constituted. It is this measure which is essential in maintain- 
ing the health and welfare of the employees while at work. It is also 
a factor stabilizing employment. Retail stores which find it necessary 
to remain open night and day should not be in a position to compel 
employees to work long and unhealthy hours. Minimum wages 
inerely attacks one aspect of the problem. Maximum hours, with 
overtime after 40, is the other side of the coin. It is not only sub- 
standard wages which must be eliminated, but also substandard hours 
of employment. 

The continued subsidy of the retail business at the expense of the 
helpless employee should come to an end. 

We urge the subcommittee to accord the retail store employee eco- 
nomic justice and protection by removing the stigma of discrimination 
and assure retail employees equality of treatment under the law. 
Equal treatment requires identical coverage in the same manner as is 
accorded to the American citizens whose activities affect interstate 
commerce; certainly not the kind of treatment which may be feasible 
in the case of a territory or possession, such as may exist in Puerto 
tico or some other possessions: The retail employee is an American 
citizen in the full sense of the word, employed in a highly prosperous 
industry, and demands equal treatment. There is but one class of 
American citizenship. The retail employee should be extended full 
privileges and should not be expected to do anything but resent any 
other treatment. 

Senator Gotpwater. Thank you very much, Mr. Lippman. 

Do you have any questions, Senator ¢ 

Senator McNamara. No, I think not. I think the statement is 
quite complete, and very clear. I have no questions. 

Senator Gotpwarer. I have no questions, either. Thank you very 
much. 

Mr. Lippman. Thank you. 

Senator Gotpwater. The next witness is Mr. James B. Carey, presi- 
dent of the International Union of Electrical, Radio and Machine 
Workers. 

Welcome back, Mr. Carey. 
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STATEMENT OF JAMES B. CAREY, PRESIDENT, INTERNATIONAL 
UNION OF ELECTRICAL, RADIO, AND MACHINE WORKERS, CIO 


Mr. Carey. Senator Goldwater, Senator McNamara, I am James 
B. Carey, secretary-treasurer of the Congress of Industrial Organiza- 
tions and president of the International Union of Electrical, Radio, 
and Machine Workers, ClO. I appear here today on behalf of the 
International Union of Electrical, Radio, and Machine Workers, CIO, 
and my presentation will be limited to the Fair Labor Standards Act 
as it pertains to the electrical manufacturing industries. 

We of the IUE-CIO are in complete agreement with the following 
recommendations covering wage-and-hour legislation as adopted at 
the 1954 C1O convention: 

(1) To increase the statutory minimum wage to at least $1.25 an hour for all 
employees covered by the Fair Labor Standards Act; 

(2) To extend the protection of the act to all workers in industries engaged 
in or affecting interstate commerce ; 

(3) To eliminate the provision in the act permitting exemptions for learners; 

(4) To repeal the Fulbright amendment to the Walsh-Healey Act; 

(5) To provide adequate funds for the enforcement of the Fair Labor Stand- 
ards Act and the Public Contracts Act; and 

(6) To amend the Fair Labor Standards Act to provide for a shorter work- 
week. 

When the Fair Labor Standards Act was enacted, Congress stated 
that the act’s purpose was to eliminate— 
labor conditions detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general weli-being of workers. 

Can anyone who honestly appraises the situation say this purpose 
has been achieved? It is quite obvious that the present act falls short 
of meeting the most basic standard of living of working people and 
their families. Congress has been sorely remiss in its duty by not 
keeping the act’s provisions in line with the increased cost of living, 
higher wage scales, and the greater productive capacity of American 
workers. 

The Fair Labor Standards Act of 1938 was the last piece of social 
legislation passed by Congress. That year we witnessed an end to 
the New Deal program with the defeat of many of labor’s friends. 
Since then Congress has been controlled by a conservative coalition 
united by what Grover Cleveland once referred to as the “natural 
cohesion of wealth.” 

On the basic issues there has been little doubt as to where this con- 
servative group would stand. It has consistently sided with the cor- 
porations and the wealthy at the expense of the common people. We, 
therefore, have witnessed those in our society who already have more 
than their fair share being showered with legislative benefits. 

The purpose of government, as I understand it, is to work for the 
common good, not merely for a chosen few. Yet the prevailing phi- 
losophy of Congress since 1938 has been to largely ignore-the people 
and cater instead to the powerful and the influential. 

Thus, we have seen the passage of tax laws which penalize low- 
income groups and provide gigantic loopholes for corporations and 
coupon clippers. The 80th Congress showed its compassion for work- 
ing people by passing the Taft-Hartley Act. A realistic national 
health-insurance program was buried. School construction shelved. 
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Civil-rights measures, such as an FEP bill, blocked. Decent housing 
legislation for low- and middle-income groups has been defeated. 

When Secretary of Defense Charles Wilson made his now famous 
comment, “What is good for General Motors is good for the country,” 
many were shocked. Actually, all Mr. Wilson did was to express the 
basic thinking of the Eisenhower administration and the conservative 
force which has dominated C ongress for so many years now. 

It is time that steps be taken to remedy the injustices suffered by 
those at the bottom of the economic ladder. It is a shocking situation 
that with our country’s productive capacity and natural resources we 
still have millions of people in need of the most basic necessities of 
life. 

These are the people who will benefit most from an improved Fair 
Labor Standards Act—those men and women without a union to 
fight for their economic betterment employed in industries which pay 
the least and demonstrate a basic indifference to the welfare of the 
workers. 

The tragic fact is that the poor people of the United States are for 
all practical purposes today simply being ignored. It is time we real- 
ize that the poor are still among us. The movies, radio, television, 
magazines, and newspapers would have us believe the United States 
is composed only of the comfortable middle and upper classes. This 
steady diet of unrealistic entertainment, journalism, and advertising 
might explain in part why we have become so oblivious to the sor did 
living conditions of many of our fellow citizens. 

The question has been raised as to whether our economy can afford 
to increase the statutory minimum wage to a $1.25 an hour. It seems 
to me the question should be can we afford not to help the 3 million 
factory workers presently earning less than $1.25 an hour? 

Let us consider for a moment the plight of our low-income families— 
the very ones that the Fair Labor Standards Act was designed to aid. 

First of all, they are deprived of even a decent. diet. “A compre- 
hensive study in 1948 showed that city families with incomes of less 
than $2,000 a year spent only $5.82 per person per week for food. As 
a result, many in this economic group suffer from malnutrition, bad 
health, and shortened life spans. 

The poor also lack proper medical care and treatment. The death 
rate, for example, among infants in poor families is the highest of all. 
The same is true as to maternal deaths in childbirth. The chances 
for health and even survival is in direct proportion to family income. 
The low-income families which have the most illness are the very ones 
who are financially unable to buy adequate medical and hospital 
insurance. 

In housing we see the same pattern with the low-income groups 
forced to live in the worst and most crowded dwellings. The figures 
for 1950 show that of the 10 million dwelling units which were dilapi- 
dated or lacked plumbing, more than half of them were occupied by 
families with less than $2,000 annual income. 

In addition, low-income families are even deprived of a fair chance 
to obtain an education. Poor children are usually forced to abandon 
school because of the financial difficulties of their families. Voca- 
tional or college training is often out of the question due to lack of 
sufficient funds, not because they do not possess the ability and intelli- 
gence to go on in school. 
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Thus, we see that in every phase of living the low-income families 
are at a distinct disadvantage. They are ill-fed, ill-housed, deprived 
of educational opportunities, and given the least medical care. 

A Fair Labor Standards Act that would provide a meaningful 
minimum wage would prove a big step in raising the living stand- 
ards of our poorest citizens. I am not suggesting it as a cure-all 
for the serious plight of the low-income families, but it would be a 
positive and significant move toward helping these neglected 
workers. 

To contend that $1.25 an hour is too high a minimum wage, and 
that it would adversely affect the economy, is ridiculous. Such a 
statutory minimum would mean a weekly wage of $50, or the grand 
sum of $2,600 income for the year before taxes and social-security 
payments. The Bureau of Labor Statistics reports that the neces- 
sary minimum annual income for a city worker’s family of four 
averaged $4,271 as of December 1954. This indicates that $1.25 an 
hour is a very conservative recommendation, indeed. 

In the electrical manufacturing industry itself there is a relatively 
smal] number of production workers who would directly benefit from 
increasing the minimum wage to $1.25 an hour. Because of union- 
ization of the industry, the present average hourly rate is $1.85. 
When the 75-cent minimum wage went into effect in January 1950, 
straight-time hourly earnings in the electrical industry averaged 
$1.40 an hour; by February 1955, this figure had risen to $1.79, an 
increase in 5 years amounting to 28 percent. 

If the Federal minimum wage of 75 cents was raised by a com- 
parable amount it would mean a 96-cent minimum which is 6 cents 
more than the administration is now recommending. The 90-cent 
proposal is, therefore, actually a step backward from the 75-cent 
figure of 1950, on the basis of the general increase in the industrial 
wage level. 

Another important factor to be considered is the tremendous in- 
crease in productivity per worker. In the electrical manufacturing 
industry, production has risen 75 percent in the period from January 
1950 to January 1955. During the same seashel the number of pro- 
duction workers has risen by only 41 percent. In the last year alone, 
production in the electrical industry rose almost 12 percent while 
the number of production workers employed actually dropped by 
nearly 5 percent. 

If our economy is to be stable it is necessary that wages keep pace 
with this increased productivity. If this is not done we will face a 
situation in which wage earners have insufficient purchasing power 
to consume the flood of goods being turned out. A realistic minimum 
wage must take this increased productivity factor into account. 

When the increased wage level and the greater productivity of 
industrial workers is considered, $1.25 an hour minimum is, if any- 
thing, too conservative. 

The bulk of the electrical manufacturing industry is located in 
Illinois, Indiana, Ohio, Pennsylvania, New Jersey, New York, Con- 
necticut, and Massachusetts. Because of strong unions in those 
States the wage rates have generally been among the highest in the 
country. As I have stated, average straight-time hourly earnings in 
our particular industry were $1.79 as of February 1955. 
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Yet even in these highly industrialized States there still are workers 
in the electrical industry who are the victims of low wages. A study 
just completed of the electrical manufacturing plants in the New 
York-New Jersey area, for example, shows that ap proximately 1 per- 
cent of the workers are paid less than $1.25 an hour. The majority of 
these lowest paid workers are women who in 50 percent of the cases 
are working to implement inadequate family incomes. Many of the 
men in this c ategory are married and have to seek extra employment 
at night and on the weekends in order to provide the very basic neces- 
sities for their wives and children. A large number of them are 
Puerto Ricans who are forced because of their economic difficulties to 
live in the very worst New York City slums. 

Although relatively few of our members would be affected directly 
by the Fair Labor Standards Act being amended to provide for a 
$1.25 minimum wage, we do have a direct interest. in this legislation 
as a result of the growing trend toward dispersal of the electrical 
manufacturing industry. More and more plants are being built in 
nonindustrialized and rural communities. We are not opposed to 
dispersal, as such. But we are concerned that many of these new 
plants are in fact nothing more than runaway shops, deliberate efforts 
on the part of man: iwement to move production to a location where it 

‘an obtain nonunion labor at cheap rates and no questions asked. 
This runaway shop plan has a most disastrous effect on the economy 
and the well being of the people. We have as an example the tragic 
situation in the textile industry where New England ghost towns are 
appearing and tens of thousands of workers thrown out of their jobs 
due to the unfair competition of textile manufacturers in rural areas 
of the country who mercilessly exploit their employees by paying 
miserable wages and pocketing the difference in greater profits. 

As an ex xample of the problem, we are confronted with today, let 
me show you what the world’s largest electrical company, General 
Electric, is doing in order to depress the wage standards of the workers 
in the industry. 

General Electric insists that the wage rates in each plant should be 
based on the wage standards of the particular area. This is, of course, 
a wonderful polie: y from the company’s point of view for when they go 
into a rural area the prevailing wage will necessarily be very low in 
view of little or no industry. Although General Electric wants its 
pay scales set up on a local basis it still insists on charging the same 
price for its products regardless of where they are made. 

To illustrate how this policy operates, let me cite the General Elec- 
tric plant in Linton, Ind., a small town in a rural community. Here 
they make small electric motors. The starting rate for women assem- 
blers is only $1.02 an hour. After four months the rate goes to $1.145 
an hour, the top pay for that work. The starting rate for i inspectors, 
janitors, laborers, testers, punch press operators, ‘and winders is $1. 08 
an hour, with a top of $1.20 after 4 months. 

Here is what the local union president at this plant writes concerning 
the company’s low wage policy: 

The only argument that the company puts to us when we discuss a raise in 
wages is that GE is paying more now than any other place in the area is paying. 
They are correct with this exception: They will not let us use the coal mines 
which pay approximately $2.40 an hour, and we cannot go beyond 15 miles from 


Linton. There is not any other industry within this 15-mile radius, so they are 
correct when they make this statement. 
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This is an example of how the largest and most profitable electrical 
manufacturing company in the world actually operates. Ethics are 
ignored completely and the workers of Linton, Ind., regarded as mere 
pawns to be used to increase the already heavily laden coffers of 
General Electric. 

In a comparison of the General Electric lamp plants at Tell City, 
Ind., and Anniston, Ala., we find, for example, the minimum hiring- 
in-rate at Anniston is only $1.05, 16 cents less than the comparable Tell 
City rate. An even more shocking differential is in the case of a meter 
repairman, limited, who in Anniston is paid $1.485 while in Tell 
City he earns $1.91, 42.5 cents an hour more. An examination of all 
the comparable job classifications shows that the pay differential 
ranges from 3 cents an hour to 42.5 cents an hour, in all cases Anniston, 
Ala., workers are paid less than workers in Tell City, Ind. Yet 
both plants produce identical items for which the company charges 
the same price. 

Another example is the General Electric plants in Newark, N. J.. and 
Memphis, Tenn., which produce miniature lamps. In Memphis the 
wage scale ranges from 13 cents to 34 cents an hour less than the 
rates in the Newark plant. Nevertheless, miniature lamps sell for 
just as much from Memphis as from Newark. 

In case anyone is under the impression that it costs less to live in 
Memphis, Tenn., than in Newark, N. J., let me present the facts. The 
Bureau of Labor Statistics reports that the necessar y minimum annual 
budget for a family of four is $4.257 in Memphis, and only $4,142 in 
the New York-New Jersey metropolitan area which inc ‘ludes Newark. 

General Electric, of course, is not alone in the electrical manufac- 
turing industry in exploiting workers whenever given the opportunity 
to do so. There are numerous fellow modern- day robber barons. 

In Greenville, Tenn., the Magnavox Corp. employs 1,550 workers 
in the production of radios, television sets, phonographs, and cabinets. 
Of this total 1,200 have been earning less than $1.27 an hour, 650 
less than $1.15 an hour. The hiring-in-rate is 95 cents an hour for 
assemblers, coilwinders, packers, second class, and riveting machine 
operators. 

At the new American Bosch plant in Columbus, Miss., more than 
600 workers are now employed in the manufacture of automotive 
electrical assessories. The “B” assemblers who number 400 have a 
starting rate of 80 cents an hour with a top of $1.10. Material han- 
dlers receive from 90 cents to $1.05 an hour, and punch-press opera- 
tors and drill-press operators earn from 85 cents to $1 an hour top. 

In Dallas, Tex., the Collins Radio Corp. employs 850 workers in 
production of radio and radar components. More than half of these 
people are being paid less than $1.25 an hour. Assembly operators 
are hired in at $1.01 an hour. 

I could supply this committee with countless other examples of elec- 
trical plants in newly industrialized areas where employers without 
moral scruples are taking advantage of the low prevailing wage rates 
to victimize the workers of the community. 

The problems which I have presented here are most serious. The 
gains made by workers in the electrical industry by militant union 
action are now being jeopardized because of runaway shops. The 
security of hundreds ‘of thousands of electrical workers and their fam- 
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ilies is thres “pare by the unfair competition of these electrical plants 
in new area 

As I a already said, we believe that dispersal of the electrical 
industry can prove most healthy, but it must be handled in a proper 
manner. Tothe people of these areas where new pao are being built 
it can mean a bright new era of prosperity. But it can also mean 
cruel exploitation “by corporations which have no interest in these 
communities nor in the workers who produce the goods at sweatshop 
rates. Substandard wages may make corporations richer, but the 
people will end up the sorry vic tims of a gigantic fraud. 

The answer to this problem largely and fin: ally lies in the unioniza- 
tion of the workers in these newly developing areas. But that will take 
much time and money, especially with the roadblocks thrown in our 
way by the Taft-Hartley Act. This task will be accomplished, of that 
[am positive, but it will not be accomplished overnight. 

It is our position that the Federal Government has a very real 
responsibility in this field. It should act to help correct these present 
injustices which threaten economic stabiliity. By r: aising the statutory 
minimum wage to $1.25 an hour a significant improvement would be 
realized. First of all, it would mean that the workers in these newly 
devloping areas would have higher pay scales and therefore greater 
purchasing power with which to buy the goods being produced. It 
would mean a more decent standard of living to these workers and 
their families. Everyone in the community would share in the bene- 
fits of industrialization instead of only a few at the expense of the 
many as is happening now all too frequently. It would discourage 
chiseling employers from moving into a community and setting up a 
plant with the view in mind of exploiting the workers in the area. It 
would give encouragement to those employers with a sense of decency 
and responsibility toward their employees and the community itse Lf. 

Under the present grossly inadequate 75-cent minimum wage, em- 
ployers with the lowest moral standards and least integrity are the 
very ones who benefit the most. An employer with a social conscience 
who sincerely desires to treat his moi it fairly and pay them an 
honest wage is in a most difficult position. He finds himself compet- 
ing with employers who pay inadequate wages and can therefore sell 
their products at a lower price. 

Laws should be so written as to assist, not hinder, those who are 
conscientious and trying to be fair and decent. Yet the Fair Labor 
Standards Act today actually is giving aid and comfort to the worst 
employers, at the expense of the responsible elements in industry. 

I do not want anyone to interpret my remarks as meaning that a 
$1.25 minimum wage will solve all the complex problems involved 
in the dispersal of industry in the United States. But I do maintain 
that it would prove of considerable value in stopping the cruel ex- 
ploitation of workers now taking place in hundreds of runaway shops. 

A clear distinction should be kept in mind between legitimate ex- 
pansion of industry into new areas, and the closing down of plants 
and moving of operations to another location for the purpose of 
escaping decent working standards. It is this latter situation which 
must be met if we are to have incre: asingly higher standards of living 
in keeping with our increased productive capacity. 

Concerning the question of coverage under the Fair Labor Stand- 
ards Act, very few workers in the electrical industry fail to come 
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under its protection. We, nevertheless, feel that coverage should be 
extended to the millions of workers who are now unjustly exempted. 
The irony of it is that the more than 6 million men and women 
specifically exempted under section 13 (a) are the very ones who 
need protection the most. Few of these people have the benefit of 
unionization, and the pay scales in the exempted industries are 
almost without exception the very lowest. This subject of coverage 
will be gone into in detail by other labor spokesmen before this com- 
mittee, so I shall not delve into that phase of the act at this time. 

There is closely related matter, however, which I would like briefly 
to touch upon. Under the present act workers in Puerto Rico and 
the Virgin Islands do not have the same protection as workers on the 
mainland. Their minimum wages, determined by the Wage and Hour 
Division on an industry-by-industry basis, are far below 75 cents an 
hour. 

We would recommend that the act be amended so that workers in 
Puerto Rico and the Virgin Islands be given the same measure of 
protection as workers in the 48 States and the District of Columbia. 

In Puerto Rico, in particular, there has been a great wave of in- 
dustrial development brought about in large measure because of the 
vast wage differential between Puerto Rico and the mainland. This 
difference ranges from 90 cents to $1.45 an hour. If fringe benefits 
are added, the differential would rise 20 cents to 30 cents an hour more, 

At the present time the minimum wage in Puerto Rico in the 
manufacture of lenses, thermometers, and resistor-type household 
appliances, such as irons and toasters, is 45 cents an hour. In general 
electrical manufacturing, including radio tubes and parts, the present 
rates are 30 cents, 45 cents, and 58 cents. 

No valid argument can be made that Puerto Rico needs special 
treatment because its manufacturers cannot afford higher pay scales. 
The figures show that profits have equalled nearly 300 percent of 
wages paid, as compared with 16 percent to 20 percent on the main- 
land. According to the Ernst & Ernst report for the year 1953, Puerto 
Rican company profits after taxes amounted to 29.2 percent as com- 
pared to mainland company profits after taxes of 4.55 percent. 

This is in the electronics industry. 

The major reason for these extraordinary profits in Puerto Rico, 
in addition to the absence of income taxes, is the miserably low wages. 

This special treatment should be ended as recommended by Senator 
James Murray in his bill, S. 770, which would place Puerto Rico and 
the Virgin Islands under the same minimum wage as in effect on the 
mainland. 

Unless this is done, these islands will become a haven for runaway 
shops seeking to avoid Government regulation and unionization. In 
order to have Puerto Rico and the Virgin Islands become stronger, 
more productive, and for their people to enjoy higher living stand- 
ards, it is necessary that wages and working conditions be improved 
upon. Senator Murray’s proposal would serve such a purpose. 

In regard to the Fair Labor Standards Act being amended to pro- 
vide for a shorter workweek, we in IUE-CIO are of the opinion that 
this is inevitable in view of the enormous increase in rete meena per 
worker made oe by better working conditions and more efficient 
machines. The figures I presented earlier show a 12-percent increase 
Jast year in electrical machinery production while the number of pro- 
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duction workers fell by almost 5 percent. With automation rapidly 
moving ahead, increased productivity will soar. 

In an excellent article in the April 7 issue of the Reporter magazine, 
Mr. Robert Bendiner tells what automation means. Here is what he 
writes on the production of radios: 

Thanks to a system for eliminating wire circuits, which require soldering at all 
contact points, radios can be and are being turned out automatically. Motorola 
is reported to have a machine that can spit out complete sets once the com- 
ponents are fed into it. Raytheon Manufacturing Co. has a chassis-assembly 
line, geared to a thousand radios a day, that is operated by 2 employees where 
standard methods of production would require 200. Admiral, working through 
a gadget called Robot I, can assemble half a television receiver chassis in a 
matter of seconds. 

In order to avoid wholesale unemployment in the automation age, 
it will be necessary to have shorter workweeks. We recommend to this 
committee that it give serious thought and study to the question of 
eee ing the present 40-hour statutory workweek. Senator Murray’s 


bill, 8. 770, would provide for reduction of the workweek to 35 hours 
within a period of 4 years from the date the ame we is enacted. 
Under the present Fair Labor Standards Act it is provided in sec- 


tion 14 that the Administrator of the Wage eee Heat Division may 
issue special learner certificates which allow an employer to hire work- 
ers at less than the 75 cents minimum. The announced purpose of 
this provision is to encourage employers to hire inexperienced workers 
and train them. The rate of pay, the number of learners an employer 
may hire, and the length of time he may pay them less than 75 cents 
an hour, i is set by the Administ rator. 

At the present time, there are approximately 25,000 learner certifi- 
cates out. Secretary of Labor James Mitchell has informed me that 
no such certificates have been issued in the electrical industry in the 
past 3 years. 

During 1950 and 1951, however, thousands of such certificates were 
issued in the electrical industry. In many cases we felt that such 
action was unwarranted. The Westinghouse Corporation, for ex- 
ample, built lamp plants in Kentucky and Arkansas. In 1950, West- 
inghouse requested from the Department of Labor learner certificates 
for these plants, despite the fact that learners had never been used in 
the lamp industry. Nevertheless, the requests were granted and 
learners hired at 60 cents an hour with 5-cent increases every 4 weeks 
up to a top rate of 75 cents an hour. 

It has been our experience that this particular section of the act has 
been used by many employers simply to get cheap labor under the pre- 
tense that extensive training is required on the job before such workers 
reach maximum production efficiency. We would, therefore, urge 
Congress to remove this exemption of learners from the act. 

In closing, I want to quote from a special message to Congress by 
President Roosevelt on May 24, 1937, in which he urged passage of 
wage-and-hour legislation : 

Legislation can, I hope, be passed at this session of Congress further to help 
those who toil in the factory. * * * We have promised it. We cannot stand still. 

That message is as meaningful today as it was when issued 18 
years ago. Unfortunately Congress has not yet delivered on its 
promise to the workers of America. It has not even in recent years 
stood still. If anything, it has moved backward. 

62568 
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It is time that Congress give consideration to those in our land 
who have the least, to those who are without power and wealth. 
That is why we of organized labor are urging so strongly revision 
of the Fair Labor Standards Act. The administration’s recom- 
mendation of 90 cents an hour is an insult to America’s workers. 
We ask of Congress that it pass a measure in which we as a nation 
can take pride, knowing that it does in fact correct “labor conditions 
detrimental to the maintenance of the minimum standard of living 
necessary for health, efficiency, and general well being of workers,” 
the announced policy of the Fair Labor Standards Act itself. 

Senator Go_pwarerR. Senator McNamara, do you have any ques- 
tions? 

Senator McNamara. Yes. Mr. Carey, you say no valid argument 
can be made that Puerto Rico needs special treatment. Then you 
recommend passage of Senator Murray’s proposal which would serve 
to make the same minimum rate as we have throughout the rest of 
the country. 

Aren't those two statements just a little bit inconsistent, or how 
do you explain it? 

Mr. Carey. Yes, sir; I might suggest that I visited Puerto Rico 
at the end of this past October as a labor member of the Govern- 
ment’s committee to determine whether or not the present minimum 
wage under the Wage and Hour Act for the electronics industry of 
45 cents was the highest that could be had and preserve growing 
employment opportunities in Puerto Rico. 

I found in Puerto Rico, after visiting the plants and viewing the 
extremely high productivity of Puerto Rican workers in the pro- 
duction of electronic equipment, reviewing the kind of machinery 
they used in the production there, and measuring their productivity 
in comparison with the productivity in the same industry, in the 
same companies on the mainland, I was not particularly surprised 
to find that the profits of these Puerto Rican electrical manufacturing 
companies were operating at the rate of 300 percent profit. 

Now, there may be some measure of inconsistency here in terms 
of what we recommend as our approach because, as an observer and 
one trained in the manufacturing industry, I would say that it would 
be a sound position for the people of Puerto Rico, and the people 
on the mainland, to maintain some flexibility in determining what 
minimum wages should be paid under the law in Puerto Rico. 

However, the present method is far too slow. It is too cumber- 
some in operation, and rather than attempt to spell out in detail 
what we feel should be done, we endorse heartily, because of no better 
answer being proposed than the inadequacy of the present admin- 
istration of the present law as it applies to Puerto Rico, Senator 
Murray’s proposal to make them equal. 

Now, quite frankly, sir, I found that the wages paid in Puerto Rico 
in the electronic industry, with the 45-cent minimum established by 
law, was little higher than the 45 cents. It came to 49.1 cents per hour. 
That includes all fringe benefits and overtime. It is shocking what 
the employers in this particular field are doing in exploiting this un- 
usual opportunity presented by the Government of Puerto Rico and 
permitted to date by the people of Puerto Rico. 

These employers, sir, I witnessed what they are doing. And I think 
it is a scandalous situation. Employers in Puerto Rico that are run- 
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away operations from the United States. In one case an employer 
ran to Houston, Tex., from Dayton, Ohio, to pay lower wage rates. 
He set up the Modern Optics Co, in Houston, Tex. Im: agine my sur 

prise when I meet that employer in Puerto Rico operating the Opti 
Bourica Corp. It is a runaway shop from a runaway shop, because 
they protested the recommendations of the committee to raise the 
standards of the optical workers to some reasonable rate of 60 cents 
an hour, which is too low, but that is what the committee recommends. 
It will be 5 years before there is a change from that 45-cent minimum, 
despite what the law requires of the 45 cents, before even that mis- 
erable 60 cents is put into operation. 

So I would say “yes,” I would like to develop in detail the shocking 
situations with regard to Puerto Rico, but reviewing actually the 
records of these companies, the tax concessions that they get, they are 
not required to pay income taxes for a period of time because the build- 
ings are put up for them, the training is paid for by the Puerto Rican 
Government of the workers ther e, and all the employers do is to draw 
out of that economy these exorbitant profits. 

It is a reflection on American employers generally. 

Senator McNamara, You mentioned the run: uway industry, or the 
runaway plant. The committee has been told that Puerto iico aa 
not give any tax benefits to so-called runaway operations. They say 
that if it is an expanding operation they do give them the benefits, 
but if they are closing in one area and opening up in Puerto Rico, then 
they aren’t eligible for special treatment. 

Did you find that to be so! 

Mr. Carry. The Government of Puerto Rico contends that they 
did not know that this Opti Bourica Co. I referred to was the same 
shop as in Houston, Tex., which is a breakaway from Univis. I be- 
lieved the Government of Puerto Rico when they said they didn’t 
know about it. But that company received from the Government of 
Puerto Rico not only money in subsidies and tax concessions, and 
other things to set up their business, they received operating costs to 
operate that business, and, furthermore, that company man: aged to get 
the schoolteachers and the small-business men on the hillside, where 
their plant is located some distance from San Juan in Puerto Rico to 
put up $50 a head to keep that company there, and I would contend 
that that is unfair competition. 

Another company there contends they are a New York firm. They 
produce lenses and they put, them in little envelopes and it is printed 
on them “Made in U. S. A.,” and they sell them back to the mainland 
without any distinctive mark in that regard. 

But the horrible thing is that these companies sell their rejects to 
South America as first quality items, and print on them “Made in 
U.S. A.” That is an unfair practice that ought to be stopped. 

But I do say this in answer directly to your question, these com- 
panies have been getting away as runaway operations. This Opti 
ourica company is in violation of the Federal law. They refused 
to bargain with the group. They refused to obey a court order in the 
State of Texas, and they do that by evading and being where it is 
difficult to reach them by subpoena. 

Senator McNamara. You repeat over and over in your testimony 
that the cost of production seems to bear no relation to the selling 
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price and the markets of Puerto Rico industry are practically all in 
the United States. 

Mr. Carey. In our industry you couldn’t tell the difference between 
a Weston meter made in Puerto Rico and a Weston meter made in 
Newark, N. J. 

Senator McNamara. So the saving is not passed on to the consumer 
in any way / 

Mr. Carry. No, sir; and it is not given to the economy of Puerto 
Rico, either. 

Senator McNamara. I think that is all. 

Senator Gotpwater. I have no questions, Mr. Carey. 

I would like to comment to you, as I did to Mr. Meany, that I think 
it is commendable that the labor organizations have finally recognized 
the situation in Puerto Rico. I think your suggestions are good. I 
agree with Mr. Meany’s suggestions. I don’t know if the answer is 
to bring their minimum wage up to the level that ours will be, but I 
do agree with you that there should be a substantial increase, anyway. 

Mr. Carry. I would like to press that something be done with 
regard to the administration of wage-and-hour legislation as it ap- 
nlies to Puerto Rico. Senator, it is a horrible thing to be told in 
went Rico that the hearing that I participated in couldn’t be paid 
for by the United States Government. That the little country of 
Puerto Rico had to pay for records being produced, and it was un- 
fortunate that the appropriation given by Congress for the admin- 
istration of the wage-and-hour legislation, as it applies to Puerto Rico, 
is the reason, it seems, that there wasn’t a more rapid increase in 
the minimum wages in Puerto Rico, because they were unable to 
finance even the hearings. 

Senator Gotpwater. I have no other questions, Mr. Chairman. 

Senator Dovetas (presiding). I am sorry that obligations to my 
home State required that I be absent. 

Do I understand that, as far as the electrical industry as a whole 
is concerned, the BLS has not made a survey since 1942, that is the 
electrical industry as distinguished from radio, television, and re- 
lated industries ? 

Mr. Carry. They haven’t brought their surveys up to date, but we 
are, because of our efforts to secure the establishment under the 
Walsh-Healey Act of some standards—attempting to bring up to date 
some of the surveys that they made sometime ago. 

Senator Dovexas. In general, their wage figures are very much be- 
hind at the present time? 

Mr. Carey. Due to the change in our industry, Senator, the figures 
that they have are almost worthless. 

Senator Dovetas. I understand that a survey has been made in the 
radio-television industry in 1951? 

Mr. Carry. Yes, sir; that is right. 

Senator Doveias. And if I am correct your industry, that is radio 
and television, does not have any appreciable southern divisions; is 


that true? It is located in New England, the Great Lakes States, and 
the Pacific? 


Mr. Carey. That was true up until 2 years ago, but the large corpo- 
rations in our industry led a big mass movement into the South. Items 
that were formerly produced, say, in Pittsfield, Mass., in the General 
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Electric plant in the form of transformers, are now being produced in 
Rome, Ga. General Electric is now opening a new plant for the pro- 
duction of certain types of transformers that are now being produced 
in Pittsfield, in Hickory, N. C. We have large movements in our 
industry. American- Bosch, for instance, moved some of its work. 

Senator Dovetas. It used to be at Springfield, Mass. ? 

Mr. Carey. It is down in Mississippi now. I refer to some of those 
in my testimony. 

Collins Radio that I referred to is in Dallas, Tex. A company that 
is now on strike, unfortunately, and largely because of this, Sperry in 
Long Island, has moved some of its oper: ations down to the Carolinas 
as well. 

But there are movements down to Tennessee, Mississippi, Alabama. 

Senator Doveras. All this happened in the course of the last 2 vears 
because the 1951 survey did not show it. 

Mr. Carry. That is correct. 

Senator Doveias. Now, this seems striking, does it not, that most 
of the illustrations which you have been giving showed a movement out 
of New England into the South. I had always assumed that New 
England was the low-wage area in your industry as contrasted with 
the Great Lakes and the Pacific coast. 

Mr. Carry. No, sir; in the electrical manufacturing industry- 

Senator Doucias. I mean radio and television. 

Mr. Carry. The same is true in radio and television. The hig’- 
wage area in our industry is Philadelphia-Camden, that is RCA and 
Phileo. The low-wage areas are in Indiana, other than the remote 
areas like Dallas, Tex. 

Senator Dowe.as. W ell, this November 1951 study must also be out 
of date, because the figures on page 4 of this study indicate that if 
vou take $1 as a basis, while only 5 percent of the workers in the 
country as a whole get less than that figure, in New England 16.8 per- 
cent receive less than that figure, in the Great Lakes area 8 percent, 
and on the Pacific coast 6 percent. At $1.25, 37 percent for the 
country, 35.2 for the Great Lakes, 49.6 for the Pacific, but 72.5 for 
New England. 

So either these figures were wrong, or they have been replaced by 
dev elopments since then. 

Mr. Carry. Well, the development in our industry has been very 
rapid. It is the industry that produces the automation equipment. 
for instance, and we are concerned—it is the threat of the payment of 
low wages that has a depressing impact on our industry as well. It 
is the threat of the movement of industry into the South that puts 
in jeopardy and creates instability in other areas of the United States. 

Senator Doveras. Mr. Carey, I know that you want a minimum 
wage of $1.25 an hour. Let me ask you this: Do you think a wage of 
$1.05 an hour would give appreciable protection to the wage and salary 
earners in low-wage industries? Tam not engaged in open bargaining 
with you, but IT am trying to get your judgment on this question. 

Mr. Carry. Well, of course, it would be something like 30 cents 
better than what it is now, and that may sound like a lot, but quite 
frankly I don’t think $1.05 is what the people of this Nation deserve 
in American manufacturing industry in view of their productivity. 
T quite frankly think that Congr ess has been remiss in its duties of 
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keeping pace with the needs of American industry. Sure $1.05 will 
eliminate some of the confusion and do a lot more good than the 
75-cent minimum wage, but as for me, sir, I think $1.25 is what we 
ought to have, and if we don’t have it soon I guess we will just have 
to keep fighting for it. 

I am not prepared to do any particular bargaining at the present 
moment, but I think it is seandalous the way American workers have 
been treated in this country in recent years, and I say in my testimony 
since 1938. I have a list before me of all of the fine things that were 
done by this Congress to help American employers and to help the 
wealthy in this Nation. 

Senator Doveias. Do you mean the present Congress ? 

Mr. Carry. Since 1938, and I find that the last piece of social or 
labor legislation enacted by the United States Congress was in 1938, 
the wage-and-hour legislation. 

Senator Dove as. I think your statement is substantially correct. 
At that time the New Deal was replaced. 

Mr. Carry. It sure was. 

Senator Douveras. Senator McNamara? 

Senator McNamara. I asked a few questions, Mr. Chairman. Thank 
you. 

Senator Doveias. Senator Neely ? 

Senator Nrety. Mr. Carey, Senator Douglas has asked you if you 
would be willing to settle for an increase of 30 cents an hour in the 
present minimum of 75 cents. The Congress recently voted itself a 
50-percent increase. Do you not think that the working men and 
women for whom you speak should have at least a similar percentage 
increase ? 

Senator Dovetas. Before Mr. Carey answers this question, let me 
say that I voted against the 50-percent increase, too. 

Mr. Carey. Well, Senator, you understand I was on the Commis- 
sion that recommended it. 

Senator Doueras. I think you made a great mistake. 

Mr. Carry. Maybe I did, Senator, but at least I want to be con- 
sistent. ; 

Now, maybe the Vice President of the United States made a mistake 
when he put me on the Commission. 

Senator Doveuas. No, I think that was a good choice, but I think 
that your usually sharp brain went off the rail somewhere. 

Mr. Carry. No, Senator, you are inclined to think of the people 
that got the increase. I am inclined to think of how they should be. 

I would like to answer that, Senator, because as a member of the 
Commission I reviewed how American corporations pay and reward 
the people that do the work for them. Now, I looked at it in terms 
of comparable job specifications in American Government. I even 
looked at the wage standards of labor leaders, and I came to the 
conclusion that 50 percent would only partly make up what should 
have been done some time back. 

So I regret that we couldn't have made that 50 percent inerease 
retroactive, or at least have given the people of this Nation the kind 
of representation that they would be entitled to, and to give those 
representatives the kind of compensation they were entitled to, and I 
regretted very much not that Congress saw fit to enact our recommen- 
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dation, or to approach it—you didn’t quite make it—for the members 
of the judiciary of this country, and for the Members of Congress. 
| regretted that we couldn't have done something to make up for 
the lag in wage standards of those people years back. 

Now, I have faced a lot of judges. In fact, 1 qualified as a doctor of 
law, having been a defendant so many times, and I had to overcome 
my views of some individual members of our judiciary in helping to 
make that recommendation of a 50 percent increase, and I make that 
30 percent increase even though I recite the delinquencies of Congress. 
| still think that it might be merely a fond hope, Senator, but I think 
the Nation deserves the kind of representation that they get. 

But at least those representatives are entitled to get decent stand- 
ards in terms of wages. 

Senator Doveias. You are only asking for labor the same thing 
which you wanted to accord to Congress ¢ 

Mr. Carey. That is right. 

Now, I plead that those same Members who are the recipients of this 
increase, whether they voted for it or not, give some consideration to 
the people that are neither represented by unions or committees of the 
commission type that I served on. 

Senator Dovucias. Well, if our hands are clean in this matter, isn’t 
it possible for us to be consistent, too / 

Mr. Carry. Well, I would say that I wouldn't suggest that the 
Members of Congress try to live on less than $1.25 an hour to under- 
stand the problem that we are confronted with. I might say I get 
more than $1.25 an hour. In fact, I get a reasonably good salary. I 
have some influence in setting it myself, and find that if I can keep 
myself in the same income tax bracket as Members of Congress that 
is about as safe a category as you can be in. I haven’t been able to 
exercise the kind of influence as rapidly as I did on this commission 
that raised the congressional salaries or recommended it, but I will 
keep working on it. 

Senator Dovetas. You mean not for us but for—— 

Mr. Carry. For myself. I think I deserve an increase. 

Senator Doveias. Well, I suggest you take this up with Mr. 
Reuther. 

Mr. Caray. It isa little late for that. 

Senator McNamara. Mr. Chairman, may I get on the record that 
at least one of the labor subcommittee here voted for the increase in 
salary because I certainly did. 

Senator Dove.as. That is a very manly avowal. 

Senator McNamara. Not only that; I think there was every jus- 
tification for it. I am sorry you fellows don’t join me in such 
thinking. I want to be consistent. I have always voted for higher 
salaries for people when I though it had a chance, even this time when 
it included myself. 

Senator Neety. Mr. Chairman, if all Senators were as valuable as 
Senator McNamara, I would not object to the increase. But I have 
known some who, in my opinion, did not deserve more than they were 
receiving before the increase was made. It seems to me that the 
Congress should be as liberal with those who receive 75 cents an hour 
as it has been with those who receive $15,000 a year. I purpose to 
vote to increase the minimum wage to $1.25 an hour. If we should be 
compelled to compromise, would you not be better satisfied with a 
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50 percent increase to a $1.121% an hour than you would be with the 
$1.05 suggested by my beloved friend, Senator Douglas? 

Mr. Carry. Well, without going into detail about the reasons, 
$1.121%4 an hour would be much better than § $1.05. I would say that 
it is not just the people involved that will be directly affected by the 
increase. I am thinking of the stabilizing force, the help it is to the 
decent elements in American industry, the employers, to have a floor 
of $1.25 an hour. Every employer in the electrical manufacturing in- 
dustry is frightened because of the high productivity of our industry. 
We are producing radios and televisions so fast that every time they 
hear about a company opening up in a remote area they get frightened, 
and strikes are resulting as a result of that, and if you put this floor 
somewhere near where it should be, $1.25, it will contribute to Ameri- 
‘an industry generally. 

I think there are still some that are opposed to wage and hour leg- 
islation establishing any kind of a minimum. There are some people 
that think that if you raise the minimum wage to $1.25 you have to 
reduce the coverage. That is a faulty way of thinking. We are 
told which do we want, do you want a higher minimum wage with less 
people covered, or do you want more people covered with the same 
minimum wage, or a lower minimum wage? We want both, quite 
frankly. We want just what the law prov ides, and this law provided 
with coverage over interstate commerce, and those affected by it. 

I think it is the only piece of legislation on our books that was 
amended in the same session of Congress that it was enacted just be- 
cause of the influence of some telephone corporations, that they got an 
amendment to exempt from this law some telephone operators. They 
surely need the same minimum wage that electrical workers need in 
manufacturing, and others, and there is no sound reason why they 
shouldn’t be getting it. 

So I would say very definitely we have to face up to this, and it 
ought to be a $1.25 minimum wage, and it ought to be coverage over all 
people affected by interstate commerce or affecting interstate com- 
merce, and no monkey business with these people that make a living 
if there is a recession. 

I wish Senator Byrd was on this committee, because he is one of the 
few people in America that sells a lot of apples during a depression. 
That is what it amounts to. 

Senator Doveras. Any other questions? 

Senator Neety. No more. 

Senator Douetas. Mr. Carey, in view of the fact that the 1942 
survey in the electrical industry is very much out of date, and you 
say that the 1951 survey of radio, television, and related industries is 
obsolete, I wonder if you would be willing to submit for the record 
the most recent information collected by your research department on 
earnings ? 

Mr. Carry. Yes, sir; we would be glad to attempt to do that. 

Senator Doveias. Thank you, very much. 

If there are no further questions, thank you very much. 

Mr. Carry. Thank you, members of the committee. 

Senator Dovaras. Now we are moving rapidly to a vote on the 
Neuberger amendment striking out “Echo Park” from the upper Colo- 
rado project so that we shall have to leave shortly and the chairman 
will have to leave in a minute or two to take part in that debate. 











2 








AMEND FAIR LABOR STANDARDS ACT OF 1938 291 






Is Joseph Beirne, president of the Communications Workers of 
America, here? Would you identify yourself and your associates ¢ 





STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS 
WORKERS OF AMERICA (CWA) 












Mr. Berrne. Yes; I will. 

Senator Doueias. Thank you very much. 

Mr. Berne. For the record, my name is Joseph A. Beirne, presi- 
dent of the Communications Workers of America. My associates with 
me on my right is Mrs. Alene Lemon and Mr. William Dunn. If it is 
permissible ‘with the Senators, I would like to share my time with 
Mrs. Lemon, who will make a statement, that is a pre pared statement, 
and the reason I would like to share my time with her is because pre- 
vious testimony before the Senate from the independent telephone 
industry suggested that operators working in exc i anges were young 
girls spending a time between their graduation from high school and 
marriage at work in a telephone exc hange and, therefore, need not be 
covered by the Fair Labor Standards Act. 

I think by her presence here, Mrs. Lemon will be able to refute 
such testimony. 

| would like also to ignore the first page of my submitted testimony, 
with this single brief remark, that the Communications Workers of 
America are in favor of the establishment of a minimum wage of $1.25, 
that we have many reasons supporting our position, but knowing 
that the president of the Congress of Industrial Organizations will be 
testifying at some length on that matter, sharing his views completely, 
we will not occupy your time presenting our views on that subject, 

sut today, as on occasion in the past, we wish to protest against a 
provision in the act which operates to discriminate unfairly against a 
small but important group of hard-working American — 

I refer, gentlemen, to that section of the act (29 U.S. C. 213 (a) 
(11)) whie ch gives giant telephone corporations, such as the American 
Telephone & Telegr aph Co. and the General Telephone Co., license to 
discriminate against women telephone operators who fortuitously 
happen to be employed in-exchanges having 750 or less stations. 

To understand the nature of the present exemption relating to 
small telephone exchanges and the impact of any change, it is neces- 
sary to know some facts regarding the composition of the telephone 
industry. 

When the ordinary layman hears the expression “the telephone in- 
dustry,” he immediately thinks of the Bell system, the group of com- 
panies associated with the American Telephone & Telegraph Co. 
This, of course, is attributable to the fact that the Bell System oper- 
ates In every State of the Union and enjoys something of a monopo- 
listic place in the industry. 

The simple truth of the matter is that the Bell system enjoys some 
%) percent of all telephone business (gross revenue) in the country 
and the remaining 10 percent is divided among some 5,000 smaller 
companies which are known as “the independents” or “the independ- 
ent industry.” 

The expressions “independents” and “the independent industry” 
include all of the various telephone companies which are not asso- 
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ciated with the Bell system. One common misunderstanding must 
be eliminated. Strangers to the industry are likely to think of the 
independent telephone companies as all being small companies. This 
is not true. There are many telephone companies in the United States, 
including many of those embraced in the General Telephone Corp., 
Continental Telephone Co., and other holding companies which are 
both large and profitable enterprises. 

These independent companies by and large are members of the 
United States Independent Telephone Association. It is in the start- 
ing wage rate where we find wages below the proposed minimum. 
This condition is practically confined to the independent branch of 
the industry (non-Bell). 

We estimate that there are 803,000 workers in the telephone indus- 
try, including manufacturing and research workers employed by the 
Western Electric Co. and the Bell Laboratories, respectively. 

I have a table of figures on these workers in my statement. Of 
these 803,000, approximately 100,000 workers are employed by com- 
panies who are not associated with the Bell system. 

While it is not possible to determine accurately the number of tele- 
phone workers having basic pay rates of less than 75 cents per hour, 
information is available which tells a story of serious discrimination 
against the women workers of our industry. 

There are in the United States a total of 20,238 telephone exchanges. 
Of these, 9,407 are owned by Bell system companies and 10,832 are 
owned by non-Bell concerns. Telephone operators employed in 4,393 
Bell exchanges are exempt from the protection of the Fair Labor 
Standards Act, as presently written, because these exchanges happen 
to serve fewer than 750 subscriber stations. The same holds true for 
telephone operators employed in 9,216 of the 10,822 exchanges owned 
by non-Bell companies. 

This means, of course, that telephone operators in 13,519 of the 
90,239 telephone exchanges are denied legal protection respecting 
wages and hours. It means that telephone operators in 62 percent of 
the exchanges of these United States are subject to sweatshop wage 
levels. 

However, these statistics are somewhat deceptive because the num- 
ber of operators employed in these exchanges is relatively small. Ac- 
tually, only a small fraction of the total number of telephone operators 
in the United States work in these small exchanges. Specifically, of 
353,320 traffic employees, only 43,000, or 12 percent, are denied mini- 
mum wage and overtime protection. In other words, these few un- 
fortunate women have been singled out by Congress to be victimized 
by oppressive wage and hour practices. This, we strongly feel, is a 
disgraceful situation. 

Wages in the telephone industry are based upon wage progression 
schedules with movement from minimum (starting rates) to maximum 

rage rates being based primarily upon time intervals. The starting 
wage rates are generally increased after intervals of 3 to 6 months 
(depending upon the particular company and job) for each step on 
the wage progression schedule until the maximum is attained. 

The common progression schedule is 6 years for the industry. How- 
ever, this does not hold true in most of the non-Bell system companies, 
the so-called independents where the wage progression schedules in 
some instances are as long as 8 years. 
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In many of the non-Bell system companies, average weekly earnings 
of telephone operators are below even the present 75 cents per hour 
minimum wage, and in my statement I have submitted to the Senators 
an attachment which would give some of the specifications. 

There are also many telephone exchanges throughout the country 
where employees do not reach the proposed $1.25 minimum at the 
maximum progression schedule. 

The adoption of the proposed minimum rate would result immedi- 
ately in shorter and more realistic wage progression schedules, as well 
as tend to increase the efficiency of the industr v by decreasing the high 
degree of turnover among the lower-paid workers of the industry. 

A possible effect of increasing the minimum hourly rate of $1.25 
would be requests on behalf of telephone companies for subscriber 
rate increases, but the effect of removing the odious 750 exemption 
would, because so few employees are involved. be negligible. In any 
event, substandard wages cannot be allowed merely because the em- 
ployer is a public utility and thus subject to regul: ition. 

There can be absolutely no justification for a policy which, in the in- 
terest of public utility price regulation, shifts the burden of paying 
for telephone service from the consumer to the workers in the industry. 
The subscribers to telephone service are entitled to low rates only if 
they are fair; and a rate cannot be fair to the public if it is based 
upon the suffering and privations of the people who must furnish that 
service by personal labor. 

If Congress should raise the minimum hourly rate of $1.25, some 
companies would undoubtedly apply for rate increases, but if their 
claims are true, that is, the company claims, the State regulatory com- 
missions will be required to approve their applications. 

All Americans are entitled to equal protection of the law. 

Nevertheless, Congress exempted millions of workers from the pro- 
tection of the Fair Labor Standards Act when it passed the original 
law in 1958, despite its power to regulate by law the wages and condi- 
tions of employees in interstate commerce. In 1939, the Fair Labor 
Standards Act was amended to exempt from overtime and minimum 
wage coverage— 
any switchboard operator employed in a public telephone exchange which has 
less than 500 stations. 

Again, in 1949, when Congress amended the law, it further extended 
the exemption of switchboard operators to those employed in ex- 
changes having not more than 750 stations. 

In I 948, and we refer you to the hearings of April and May, 1945, 
before a subcommittee of the Committee on Labor and Public Welfare, 
United States Senate, 80th Congress, 2d session, part II, page 1141, 
the CWA, after further study “of the problem, suggested that the 
present provision of the law be modified to exempt only switchboard 
operators employed in a public telephone exchange by an employer 
who directly serves not more than 300 stations. 

Very frankly, these suggested amendments grew out of a desire for 
compromise in a belief that we could fin: ully eliminate the exemption 
altogether if we approach the objective of no exemption whatsoever 
by a series of modifications each narrower than its predecessor. 

In 1949, in our testimony before the Senate Committee on Labor 
and Public Welfare, 81st Congress, first session, on amendments to the 
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Fair Labor Standards Act, we stated that we believed that our 
approach in suggesting these amendments was in error. We still hold 
to this belief. Our ultimate objective remains constant, namely, the 
present exemptions should be removed from the law and no exemption 
at all should be granted telephone operators from the overtime and 
minimum-wage provisions of the Fair Labor Standards Act. 

Present-day economic conditions and the competition within the 
labor market since the enactment into law of the present exemption 
(1949), have brought a substantial increase in the wages of operators 
employed in the exchanges having less than 750 stations. Even though 
there still exist starting wage rates less than $1.25 an hour, the average 
hourly earnings, for telephone operators in class A non-Bell com- 
panies, was $1.08 in October 1953. Why then should the present 
exemption be continued? The purpose of the exemption was to elimi- 
nate cases in which the application of the Fair Labor Standards Act 
would result in a serious or unreasonable burden. ‘The reason for the 
exemption has been eliminated by present-day economic conditions and 
the competition within the labor market. Why not then eliminate this 
exemption which cannot be justified by the facts and conditions exist- 
ing in the industry today ? 

The continuance of the present or any other exemption of telephone 
operators from the minimum wage and overtime provisions of the Fair 
Labor Standards Act is to perpetuate an unjust discrimination which 
has no justification in theory or fact. Can it be said with justice and 
equity that a serious or unreasonable burden results to a telephone 
company if the operators of its small exchanges (having less than 750 
stations) are brought within the coverage of the act when its other em- 
ployees are already the beneficiaries of the minimum wage and over- 
time provisions of the Fair Labor Standards Act? Why discriminate 
against some telephone operators? Why discriminate between the 
telephone operator and her fellow employees with respect to the 
application of the Fair Labor Standards Act? 

The exemption also results in discrimination between operators 
in exchanges having less than 750 stations and operators in exchanges 
having more than 750 stations, whether they work for the same or 
different telephone companies. The job, its duties and skills are 
largely the same irrespective of the size of the exchange. 

There is also a discrimination between empolyers in a given com- 
munity. Why should the telephone companies receive an exemption 
for some of their empolyees based upon the size of a particular 
exchange, while the employees of other employers are either totally 
within the act or totally without, depending upon the nature and : 
character of the business of the particular employer? 4 

From time to time representatives of the independent telephone 
industry, and I suppose this year, too, have urged Congress to extend 
the present exemption so that operators in exchanges of up to 1,000 
rather than 750 stations are excluded from the protective provisions 
of the Fair Labor Standards Act. They are, of course, opposed to 
increasing the legal minimum wage. 

Spokesmen for independent telephone companies usually argue that 
an increase in the minimum wage will result in three major changes 
in the policy of the independent companies, mainly : 

(a) Curtailment of service “as it is known today.” 
(5) Conversion as soon as possible to dial operation. 
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(c) Wholesale application for rate increases. 

We do not intend to enter into lengthy debates with the Independent 
Telephone Association, but desire merely to point out that their 
reasons for supporting extension of the exemption of telephone ex- 
changes to avoid the effect of any increase in the minimum wage are 
conjured fears born of imagination and not supported by facts. 

It is a known fact that telephone service in our smaller communities 
leaves much to be desired and in many such communities service 
is at a minimum level. This condition is not entirely unknown to 
the leaders of the independent industry and curtailment is not un- 
known to the telephone subscribers. The growing feeling in favor of 
Federal aid for rural telephonication does not stem from consumers 
whose telephone service meets their needs. 

Recognition of the poor service prevailing in many areas has caused 
leaders in the telephone industry to revise their outlook in recent years 
primarily because of the threat of possible Federal intervention. An 
address given as far back as 8 years ago in a convention of the Inde- 
pendent Telephone Association reveals much on this point. Mr. 
William C. Henry, retiring president of the United States Independ- 
ent Telephone Association, on October 15, 1946, said: 

If the smaller companies in our group fail to take the steps necessary to 
definitely raise their stadards of service, a considerable number of these com- 
panies will be subjected to the reaction of aroused communities which will in 
a short time get out of hand and make these companies distress situations. 


Previously in his speech, Mr. Henry referred to the increase in the 
standard of living, which has been realized in the areas serviced by 
most of the independent telephone companies. He said: 


The standard of living of the inhabitants of the small villages and rural sec- 
tions in this country has been raised tremendously during the last decade. These 
people have automobiles, tractors, airplanes, electric lights, refrigerators, and 
radios and they want modern up-to-date and thoroughly reliable telephone serv- 
ice. Furthermore, they have the money with which to pay for the cost of modern 
telephone service. 

Curtailment of service, therefore, would appear to be an empty 
gesture which the independent companies would not and could not 
translate into action. The total effect on the industry’s employment 
due to any reduction in service appears to be negligible. 

Conversion to dial operation is not a change in policy for the tele- 
phone industry. It has proceeded at a fairly steady rate. Many 
exchanges with less than 750 stations have been changed over to dial 
operations despite the fact that they are exempt from the act. Dial 
conversion is continuing among small independents at the present 
time in whatever places it is deemed to be practicable and regardless 
of the wage standards of the individual companies. 

With respect to the argument that increase in wages would force 
independent telephone companies to go in for wholesale rate increases, 
it is significant that independent telephone companies have currently 
been going in for rate boosts at a very steady clip. An examination of 
the records of the various States’ regulatory bodies will reveal that 
the increases already requested can scarcely be classified at the “retail” 
level. 

The truth of this statement was made clear by an address given by 
Mr. Harry M. Miller, chairman of the Ohio Public Utilities Com- 
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mission, as far back as 1947 in a convention of the National Association 
of Railroad and Utility Commissions. 

Mr. Miller referred to a questionnaire concerning rate increases 
which had been sent to the State regulatory bodies. Mr. Miller said: 

From these data (namely, the questionnaire answers) it appears that as of 
the first part of June 1947, there were 158 cases pending involving rates of the 
independent telephone companies and 18 cases involving rates of the Bell com- 
panies. This data also shows that since the close of the war rate increases have 
been allowed in about 900 independent company exchanges. 

In addition, the questionnaires were said to have indicated the 
volume of applications for increases would become even greater in 
the immediate future. 

We have already pointed out that there can be absolutely no justifi- 
cation for a policy which, in the interest of public utility price regula- 
tion, shifts the burden of paving for telephone service from the con- 
sumer to the workers. Profits, subscribers’ rates and wages should 
bear such a relation to each other that none of the parties should suffer 
unduly because of the other two. 

In conclusion, according to the Bureau of Labor Statistics in 1954, 
the total number of telephone exchanges in the United States was 
20,239 and of this number, 13,519 were exchanges exempt from the 
Fair Labor Standards Act. This appears to be a large number of 
exempted exchanges, but when you take into consideration that there 
is an average of 1 to 2 telephone operators in many of these exchanges, 
it is apparent that the number of exempted employees is very low. 
To demonstrate, we would like to point out that of the 353,320 traffic 
employees throughout the United States, the number of operators 
that are exempted from the Fair Labor Standards Act, as of 1954, 
is 43,000. 

I would like to state in conclusion that we earnestly solicit your 
careful consideration of this request for the elimination of the present 
switchboard operator exemption in the act. The facts which I have 
stated, the economics surrounding the exemption, the unfairness, 
inequity and unjustness of the exemption all point to the total absence 
of any justification whatsoever for the continuance of the exemption 
of switchboard operators employed in exchanges having less than 
750 stations. 

Most telephone operators are already paid a wage equal to or in 
excess of the proposed $1.25 minimum. 

Unless Congress eliminates the present exemption of telephone 
operators in exchanges having 750 stations or less, it will be perpetrat- 
ing a subsidy of the independent telephone industry by those women 
workers who are forced to work for subminimum wages. 

I desire to thank the committee for this opportunity to present the 
views of CWA in this subject. 

Now with your kind permission, gentlemen, I will ask Mrs. Alene 
Lemon if she will conclude our testimony to the committee. 

Senator Doveias. Before you do that, I wonder if you would 
answer a few questions. The first question is what are you proposing 
as far as the telephone exemption is concerned? Are you proposing 
that it be eliminated completely ? 

Mr. Berrne. Yes. 
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Senator Doveias. Would you regard it as satisfactory if the defini- 
tion was changed from exchanges to companies, so that if the com- 
pany had less than 750 stations, it would be exempt but if the total 
number of stations served by the company were in excess of 750, it 
would be included / 

Mr. Berrne. Well, if the definition were changed to embrace com- 
panies, that would be an improvement on the present act. 

Senator Doveias. Wouldn't that include nearly all of the 43,000 and 
exchanges yet it would eliminate the very small rural type of 
companies. 

Mr. Beirne. It would eliminate some of the exchanges which are 
now in these larger mutual and growing independent companies and 
from that standpoint, it would be an — nt. Now I was just 
trying to think how many of the 43,000 which are presently exempted 
would then come under the act and I believe th: at most of them would 
still be exempted from the provisions of the act 

Senator Doveras. I wondered if you could assemble some statistics 
to this point ? 

Mr. Berrne. We can have our research get those statistics up. 
am only guessing. 

(The followi ing was later received for the record :) 


COMMUNICATIONS WORKERS OF AMERICA, 
Washington, D. C., May 18, 1955. 
Senator Paut Douglas, 
Chairman, Subcommittee on Fair Labor Standards, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Dovetas: When I testified before your subcommittee for the 
elimination of the amendment exempting telephone operators employed in ex- 
changes of 750 stations or less from the Fair Labor Standards Act you asked me 
a question I could not answer without further study. 

Your question was this: “Would you regard it as satisfactory with the defini- 
tion changed from ‘exchanges’ to ‘companies’, so that if the company had less 
than 750 stations, it would be exempt but if the total number of stations served 
by the company were in excess of 750 it would be included?” 

The answer to your question, which I would like to have included in the 
record, is enclosed. 

Sincerely, 


J. A. Betrrne, President. 


ADDITIONAL TESTIMONY OF Mr. BEIRNE ON ELIMINATION OF THE 750-STATION 
EXEMPTION FOR TELEPHONE OPERATORS 


Senator Douglas, it is impossible for us to determine the number of exchanges 
in the independent telephone companies that would benefit from changing the 
wording of the act to read “companies” instead of “exchanges,” but we feel 
it would definitely be a step in the right direction. Under the new rules of 
the Federal Communications Commission the smaller telephone companies are 
not now required to submit reports, so the information cannot be readily ob- 
tained. We will be able to get even less information next year, as the FCC 
recently amended their rules again so that companies with a gross income of 

$2,500,000 or less are not required to file any reports with the FCC. 

The following figures have been computed by our research department and 
show that an undetermined number of exchanges in 811 independent companies 
would be covered by the Fair Labor Standards Act under such a change, as well 
as 4,393 Bell System exchanges. There would still be, however, 4,317 companies 
with. 750 stations or less that would not be covered. 
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Exempt exchanges Number of 


IN compan 
| Number of -——"—— — Number of | © : tempt s 
exchanges companies | ynder pro- 
Present Proposed pe 4. 


sell System - dhioieenmmencataaien 9, 407 | 4, 393 } » 21 | None 
Independe nt companies. tlie ae 10, 832 9, 12% i 5, 12 4, 317 


a itt skeen eee cauiseenenin waged 20, 239 13, 519 (1) 5, 149 4,317 


1 We are unable to estimate this figure. However, 2,660 exchanges of companies which are subsidiaries 
of holding companies would be covered under the act in addition to a number of exchanges of larger com- 
panies which are independently owned. 


Number of 
Group Number of stations independent 
companies 





10,000 and over -__---- a eR ct 
Tete age ee ea eae 
1,000 to 5,000- _- 
| 850 to 1,000 
750 to 850 


Total companies which would be covered | 
by the Fair Labor Standards Act. | 





Source: Cenindien by CWA-CIO Research Department from data obtained from U. S. Department 
of Labor, Bureau of Labor Statistics, and Telephony’s Directory for 1954. 


I would like to point out further that the worst inequities we pointed out to 
you previously would be eliminated under this treatment. The inequities I have 
reference to are the cases in the large independent telephone companies where 
their larger exchanges are covered by the act but the smaller exchanges, perhaps 
only a few miles removed, are not presently covered. There is no question of 
the ability of these companies to pay and that they are simply taking advantage 
of the provisions of the act to deprive those telephone operators of a living wage. 

All operators in the Bell System are pr esently paid the 75-cent minimum wage, 
but if the standard were raised to $1.25 it would have a decided effect on the 
telephone industry as a whole including a large number of the smaller Bell 
exchanges. 

Mr. Senator, I urge that these absurd inequities which are such a disgrace be 
removed from the Fair Labor Standards Act. 


Senator Doveras. In the small exempt exchanges you have wages 
of 75 cents an hour or less. 

Mr. Berrne. In the exempt exchanges / 

Senator Dove.as. Yes. 

Mr. Berrne. In some cases we have at maximum rates, rates equal to 
and in some cases exceeding 75 cents an hour. In all of the exempted 
exchanges we have the starting rates that are below 75 cents an hour. 

Senator Dote.as. Starting rates below 75 cents an hour. 

Mr. Berrne. Yes, and in many, many of the exchanges exempted, 
the rate of pay never reaches 75 cents an hour even after the expiration 
of 6 or 8 years. 

Senator Doveras. Senator Neely. 

Senator NEeELY. No questions. 

Senator Dove.ias. Senator McNamara. 

Senator McNamara. In your testimony you indicated an insert, ex- 
hibit A. Would you provide that to the stenographer so it will appear 
in the record ? 

Mr. Betrne. Yes, I think the stenographer has received a copy of it. 


PT ROR AKL 


re 


ee ek ects Soe 
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(The document above referred to is as follows :) 


Minimum and maximum wage rates for operators in independent telephone 
companies in United States with which CWA holds contracts 


Name of company 


Alabama Telephone Co--- - 


Bloomer Telephone Co 
Capital City Telephone- - 
Central California Telephone 
Central Iowa Telephone 


Commonwealth Telephone 

Commonwealth of Pennsylvania- 

Conroe Telephone and Lufkin Tel- 
ephone Exchange. 

Consolidated Telephone- 


Council Grove Telephone. - - 
Eastern Illinois Telephone 


Elyria Telephone Co pbcbe . 
Fairmont Telephone Co--- Theo. Gary MiGs ss. 


Fort Dodge Telephone Co 


General of California. _..._...........| General Telephone Corp - 
General of Indiana 


General Kentucky 


to 


~ 


General of Ohio: 


General Telephone C ‘orp- 


General of Southwest_--...----..---- |_¢__.do 


nm hehe ete Rohe 


B.n\d 


General of Wisconsin----------- ‘ | 


i 


ee 


Gilroy Telephone Co- 
Grand River Mutual Telephone.. 


=. 


nur eee 


Harrisonville Telephone : 
Iowa Continental Telephone 


Kansas State Telephone 
Kern Mutual Telephone 
Lincoln Telephone & Telegraph... 


[oF 


nie CORO ee Ree me Oh One OR 


Looking Glass Prairie 
Lorain Telephone Co-_-- 


See footnotes at end of table, p. 300. 
62569—55—pt. 1 20 
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Minimum and marimum 


Name of company 


Los Gatos Telephone Co- 
Middle States of Iowa 5 


Middle States of Missouri _-- 


Mid-Texas Telephone --.-- 
Missouri Telephone Co---- 


Nebraska Continental_._- 


New Jersey Telephone Co 


Ohio Consolidated Telephone 


Ohio River Telephone___-----.--.-.-- 
Oklahoma Telephone ____--_--------- 


Pennsylvania 
phone. 
Rhinelander Telephone __-_----------- 
Richmond Home Telephone 
San Marcos Telephone - -_- 
Southeast Nebraska -----............- 
Southerna Indian Telephone 
Southwestern States 


Community 


Texas Telephone Co___--- 


Union Telephone Co 


United of Kansas 


United of Missouri 


United Telephone & Telegraph ’ 


Ryne OE TNO 5 oc cece ccd ck 
Western Light & Telephone 
Wood County Telephone. 


1 No progression. 
2 Contract terminated Nov. 


‘ Contract terminated Sept. 1, 1954 


7, 1953. 
3 Contract terminated Sept. 30, 1954. 


LABOR STANDARDS ACT 


wage rates for operators in 
companies in United States with which CWA holds ¢ 


Wage 


lding oc ye , 
Holding company ones 


et et DD et et BD Bt AD ee ND et NS et ete at te te 0 et te NS eB et ee 


New contract not yet available. 
New contract not yet available. 


i . New contract not yet available. 
§’ Contract terminated Feb. 28, 1955. 


New contract not yet available. 


* Minimum will be increased to $0.975 by July 31, 1955. 


? Contract terminated Aug. 1, 1954. 


§ Progression starts after becoming 
§ 5 years and 45 days. 


New contract not yet available. 
“regular operator.’’ No time period 





OF 1938 


independent telephone 


-ontracts—Continued 


Hourly rate 





a | Schedule 
| length 
Mini- Maxi- | (years) 
mum mum | 
kia iy s aa 
1. 075 1.46 | 6 
.70 . 875 | 4 
. 60 . 825 4 
. 775 1.00 | 4 
. 66 . 875 4 
34 1. 24 616 
. 96 1.35 5 
. 05 1. 30 5 
. 80 . 95 2 
. 84 1.18 6 
79 1.18 6 
7 1.08 6 
675 1. 03 6 
. 975 1, 225 6 
6. 925 1. 225 6 
.91 1. 38 4 
91 1. 33 4 
.91 1. 29 4 
88 1. 26 4 
7 96 | 5 
. 86 1.15 64 
. 80 1.11 614 
. 92 1.14 4 
. 90 1.12 4 
. 84 1. 165 4 
89 1, 225 5 
825 1.19 6% 
. 925 1. 24 6 
. 92 1. 36 i) 
. 82 1. 22 6% 
81 1. 16 6% 
.81 1.11 64 
. 62 1.01 614 
. 90 1. 26 646 
88 1.21 6% 
. 82 1.17 6% 
. 875 1.175 7 
-85 1.05 7 
. 85 .85 (!) 
. 775 1. 045 5 
. 65 . 90 5 
775 1. 045 | 5 
. 65 .90 | 5 
80 1. 025 | 5 
.70 . 925 4 
84 1.05 7 
. 55 . 70 2 
. 80 111 | 85 
. 885 Lae 4 4 


set for attaining this title. 


Note.—Where weekly rates are shown in contract they have been converted to hourly rates by dividing 


by 40. 
Source: Contracts on fileon CWA 


contract files. 


Senator Dove.ias. Mrs. Lemon. 
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STATEMENT OF MRS. ALENE LEMON, MEMBER OF THE COMMUNI- 
CATIONS WORKERS OF AMERICA 


Mrs. Lemon. Mr. Chairman, gentlemen. Iam Alene Lemon. I am 
employed in the town of Limeville, lowa, as a traffic operator. Lime- 
ville isa small town. Part of the town is on one side of the State line 
in Missouri, and part of it in Iowa. 

Our population is approximately 700 and at present we have around 
300 telephone stations in operation. We have 4 regular operators and 
1 that is a relief operator during vacation time. I am employed as 
a traffic operator there and have been for 6 years. 

My starting wage was approximately $17 a week. That is a 48-hour 
week. My present wage is 63 cents an hour or $30.24 for a 48-hour 
week. I am not paid for overtime except for those hours which ex- 
ceed 48 hours in any 1 week, instead of 40 hours as provided with the 
present minimum wage. The operators in our company are more 
fortunate than many operators in small exchanges as we are organized 
and under our contract we are covered and overtime pay is time and 
a half, that is after 48 hours. 

Other operators that aren’t covered by a contract, if they are re- 
quired to work overtime, the companies don’t even have to pay them 
straight time if they wish to do so. In my case we very seldom ever 
get a chance to work overtime. I think in the 6 years possibly maybe 
once or twice I have gone overtime. The first time we were not covered 
by a contract and they didn’t pay any extra. The last time we were 
covered by contracts and we girls did draw time and a half. 

Our present starting rate for traffic operators is 50 cents an hour 
and our top rate is 63 cents an hour, reached after 48 months of serv- 
ice. Tama housewife. The earnings of both my husband and I are 
harely enough for the two of us to make ends meet. My husband is 
in poor physical condition. He operates a light truck doing hauling 
and raskine His gross weekly income is approximately $35 a w eek. 
He has to make his payments on his truck and maintain the cost of 
the truck, paying for gas, oil, tires. Insurance on trucks is very high. 

He must pay for permits : and licenses and after all that is taken out, 
there isn’t very much left, and it is necessary that both my husband and 
I work in order to exist and exist is about all that we can do. 

My husband is, as I said, in poor health. He is very nervous and if 
my husband could regain his health and get a steady job, I think he 
would be much better off and he would overcome his nervous condi- 
tion because he does worry and he gets despondent because he can’t 
pay the doctor bills and, therefore, he doesn’t get the treatments he 
really needs. 

Another thing, the girls in our office, including myself, we usually 
buy one good dress a year and we wait for bargains in the bigger places 
in order to save money there. Should the Fair Labor Standards Act 
be amended to include the telephone exchanges in the size in which I 
work, and should the minimum wage also be increased to $1.25 per 
hour, it would mean that I would receive $50 for a 40-hour week where- 
as I now receive $30.24 for a 48-hour week, a difference of $19.17 per 
week, 

Senator Dovetas. That would take you out of a lot of your diffi- 
culty. 

Mrs. Lemon. Yes. 











302 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Senator Doveras. Now I understand that you have submitted for 
the record a table of minimum and maximum wage rates for operators 
and individual independent telephone companies. 

Mr. Berrne. That is correct, Senator. 

Senator Doveias. These are all the questions I have. We will re- 
cess the meeting of the committee until some votes have been taken 
on the upper Colorado project. They are coming very rapidly. We 
will reconvene and our final witness will be Mr. Day, counsel of the 
Mechanics Educational Society of America. We regret that you 
must wait, Mr. Day. 

Mr. Day. That is quite all right. 

(Whereupon, at 3:45 p. m., the subcommittee recessed until 4:35 
p. m. of the same day, and then proceeded as follows :) 

Senator LeuMan (presiding). Senator Douglas was sorry he 
couldn’t come back. I was very glad to do it. 1 will have to apolo- 
gize in advance for leaving in the middle of your testimony if the 
Senate starts to take a vote. 

Mr. Day. That is all right. I will be very brief. 


STATEMENT OF JACK G. DAY, COUNSEL OF THE MECHANICS 
EDUCATIONAL SOCIETY OF AMERICA, CIO 


Mr. Day. My name is Jack Day and Lam not a union official. I any 
a lawyer. I don’t think I need apologize for brevity at this hour in 
the light of all that has gone before. I feel like the man at the 
Methodist prayer meeting who after 3 hours on his knees said, 
“Everything worth saying has been said.” 

I appear today to speak on behalf of the Mechanics Educational 
Society of America, CIO. The Mechanics Educational Society of 
America has been an effective operating union for better than 20 years 
in the Detroit and Great Lakes areas and at the present time represents 
more than 50,000 workers in the Great Lakes, central New York, and 
east coast areas. 

And I should say, parenthetically, that we are the youngest member 
of the CIO ee by no means the youngest union in the CIO. 
Weare an old union, but newly in the CIO. 

Senator Leuman. What were you, an independent union, before: 
then ? 

Mr. Day. Yes; we had the first effective union in the automobile 
industry, in Detroit, some years ago. Our organization is concerned 
about minimum wage legislation, not because it would affect our 
members directly since we have no employees working at less than 
any minimum which I have heard proposed, but because low wage 
scales anywhere in America have an effect upon the economy which 
in turn affects us in at least two ways. 

First, we are affected if persons are underpaid because they cannot 
purchase the things which we make and put into the market. Sec- 
ondly, if people work at substandard wages there is always the 
temptation for a migration of industry to such areas in an effort to: 
maintain a competitive position. A consequence of this may be a 
loss of job opportunities in areas where our union is active and strong. 
And, of course, we share the general social concern for adequate pay 
in order that all people and their children can have a decent oppor- 
tunity for an education, adequate food, shelter, recreation, and health.. 
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We feel reasonably sure that our interest in minimum wage legis- 
lation is in large part shared by Government, or ought to be, and for 
the same reasons. Government has to be interested in minimum 
standards of decent living for its citizens and it has to be interested 
in a sufficient purchasing power to keep our kind of economy operating 
at maximum efficiency. We hope that Congress shares our concern 
that industries not run away from areas in which trade unions have 
negotiated good standards to areas which attempt to induce industrial 
migration with bad standards. 

With all of these concerns and objectives in mind, we find ourselves 
in general agreement with the proposition that the minimum wage 
should be raised from the present level of 75 cents an hour. We 
believe that 90 cents an hour is not a sufficient increase to meet the 
purposes which we deem to be inherent in such legislation. 

We suggest to the committee that $1.25 minimum, which works 
out at $50 a week for a 40-hour week, is little enough to support a 
family | in accordance with standards which Americans have a right 
to expect. 

To be specific, under the BLS worker’s family budget, the family 
breadwinner hig: > earn $1.95 per hour for 2,000 hours even in a 
low-cost area. However, our hopes for legislation which will im- 
prove minimum-wage standards does not stop with the minimum. 
Indeed, if there is to be an effective minimum, there are more basic 
modifications of the present law which must be effected. I refer to 
increasing the coverage of the act and to the narrowing of the exemp- 
tions to the end that. many thousands of heads of families not now 
enjoying the benefits of the fair labor standards legislation, be brought 
within it. 

Coverage could be enlarged by reverting back to the statute’s former 
definition which covered employees who were engaged in commerce, 
production of goods for commerce, or any occupation or process neces- 

sary thereto as distinguished from the present language which covers 
employees “closely related” or “directly essential.” 

If I am not mistaken, lieder, your bill provides that very thing. 

In addition, the language of coverage should be enlarged by bringing 
within the ambit of the ‘act any employer whose business affected 
commerce, This addition, coupled with the present language of 
coverage and the change in definitions already suggested, would vastly 
expand the pool of persons to whom the benefits of the act would 
reach. It probably is true that this broadening of the definition 
would put legislative impetus behind the judicial trend toward broad- 
ening the scope of the commerce clause of the Constitution. 

Such extension of the commerce power need be no cause for alarm, 
however. Whatever the merits of States’ rights argument, the dis- 
tinction between interstate and intrastate commerce is a conception 
that makes no economic sense. And if it is a laudable objective to 
improve living standards by strengthening minimum-wage legislation 
and at the same time to underwrite the effective functioning of our 
economy by insuring a more adequate purchasing power in the hands 
of all our people, then it is clear that the expansion of the definition 
of commerce is justified. There is a contagion aspect to poverty. 
And logic no more supports the conferring of economic benefits on a 
different basis to interstate and intrastate workers than it would 
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support the distribution of the Salk vaccine only to the children 
of parents who were engaged in commerce or the production of goods 
for commerce. 

It is possible to extend the benefits of the act materially in another 
way. Without abandoning our hope that coverage will be expanded, 
we urge that an extension of benefits be made by simply narrowing the 
scope ‘of existing exemptions, and by eliminating others. At present 
there are more than 20 exemptions in the act. And I should say 
parenthetically, a lot more than 20, if you count those in 7 (c) and 

i (b), as well as those in 13 (a) and (b). 

Each of these represents an enclave of workers who are deprived 
of the benefits of the act in whole or in part. <A simple reading 
of the exemptions irresistibly suggests the force and power of special- 
interest groups. For it is apparent that there is no excuse for a 
number of the exemptions, such as the retail and service establish- 
ment exemption in its present broad form except the power of a 
special group to project their narrow and special economic bias into 
law. I take this only to illustrate. The justification for them all 
should be reexamined. Moreover, the existence of multiple and com- 
plex exemptions vastly increases the difficulty of enforcing the law 
if it does not render enforcement altogether impossible in some areas. 

In summary, Mechanics Educational Society of America 
urges the committee (1) to raise the minimum standard to $1.25 per 
hour—and I should say at least $1.25 an hour. Some day I may 
be here arguing that we should make the average wage set by the 
contract in the organized plants in the country, but we will argue 
that one at another time, Senator—(2) to broaden the coverage of 
the statute, and (3) simplify, narrow, and eliminate exemptions now 
in the act. And I urge the committee not to interpret the brevity of 
our statement in support of the legislation as reflecting any lack of 
zeal for its ultimate passage. 

Senator Leuman. Well, unless some of my colleagues who are 
not here, wish to ask questions, 1 want to thank you, Mr. Day, for a 
very clear statement. I am not going to ask you any questions in 
view of the fact that I am the author of the amendment raising the 
minimum to $1.25. I think that is a clear indication that I am in 
sympathy with your ere 

Mr. Day. Senator, I did not see your bill at all until I got here 
today and I really felt a little as though I were a little plagiarized 
when I read it because I am in agr eement virtually on all scores with 
your bill. Thank you very much. 

Senator Lenawan. Thank you very much, indeed. 


(Whereupon, at 4:45 p. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, April 21, 1955.) 
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UNITED STATES SENATE, 
SupcoMMITreE ON Lapor, 
ComMiITree oN Lapor anp Pustic WELFARE, 
Washington, D.C. 

The subcommittee met at 10 a. m., Chairman Paul H. Douglas 
presiding. 

Present: Senators Douglas (presiding) and Neely. Other commit- 
tee members present: Senators Lehman and Bender. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Dovetas. The committee will come to order. 

The witness this morning is Mr. Walter P. Reuter, president of the 
Congress of Industrial Organizations. 

Weare very glad to have you with us, Mr. Reuther. 

Mr. Revuruer. Thank you, Mr. Chairman. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, CONGRESS OF 
INDUSTRIAL ORGANIZATIONS, ACCOMPANIED BY SOLOMON 


BARKIN, CHAIRMAN, CIO COMMITTEE ON FAIR LABOR STAND- 
ARDS 


Mr. Revuruer. I appreciate this opportunity of appearing on be- 
half of the Congress of Industrial Organizations to present the point 
of view of the various organizations that represent roughly 6 million 
wage earners in America, and also I appear as president of the 
UAW-CIO to speak for the 114 million members of that union. 

There have been a number of CIO spokesmen before your committee 
in the last. several days and they have all urged that the minimum wage 
be increased to $1.25 per hour and the coverage extended. 

My testimony this morning is in support of the general position 
which they have outlined, and I would like to put in the record a 
prepared statement that I have, and then to elaborate on it orally, 
if I might. 

Senator Doveras. That will be done, and your statement will be 
printed at this point in the proceedings. 

(The statement of Mr. Walter P. Reuther is as follows:) 


STATEMENT OF WALTER P. REUTHER ON BEHALF OF THE CONGRESS ON INDUSTRIAL 
ORGANIZATIONS ON PROPOSED AMENDMENTS TO THE Farr LABOR STANDARDS ACT 


The CIO welcomes this opportunity to present before you our position on 
the important issue before this subcommittee. It is our hope that the com- 
mittee will make a powerful contribution to the economic well-being of the 
entire Nation. We believe sincerely that that well-being requires the immediate 
enactment of a $1.25 minimum wage and the widest possible extension of 
coverage. 
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Other CIO unions have already laid before you impressive statements support- 
ing realistic amendments to the Fair Labor Standards Act; still others will do 
so later. Sharing the witness table with me this morning is Solomon Barkin, 
chairman of the CIO Committee on Fair Labor Standards and director of re- 
search for the Textile Workers Union of America. He will present to the com- 
mittee detailed economic testimony in-support of our specific recommendations. 

Before we proceed with our detailed testimony, I should like to discuss with 
you, in somewhat general terms, our sincere belief that the enactment of realistic 
changes in the law is necessary to fight poverty and to sustain economic growth. 
It would constitute the best kind of public-interest legislation and the CIO is 
proud to join in the campaign for it. 


FEW CIO WORKERS DIRECTLY AFFECTED 


First, I want to make it clear that relatively few members of the CIO are 
directly affected by the Fair Labor Standards Act. By and large, men and 
women who have secured for themselves the protection of enlightened trade 
unionism do not look to minimum wage legislation for their own wage gains. 

The million and a half organized auto workers do not need a Federal mini- 
mum wage for their own protection : nor do the steelworkers, nor the oil workers, 
nor many other groups of industrial workers. They have built strong, demo- 
cratic, responsible unions. And from that strength have come economic gains 
for themselves and their families and economic progess for the whole Nation. 
Their higher wages have meant better housing, better food, and greater educa- 
tional opportunities and more recreation. These, in turn, have meant greater 
demand for the output of America’s factories and farms. And from this greater 
income, too, have come much of the taxes which have provided the American 
people with the resources for national defense and general welfare. 

Unfortunately, however, only about a third of America’s wage earners have 
thus far been able to obtain the protection of strong trade unions. For this, I 
must, in all frankness, state, the Congress of the United States must share a 
part of the blame. Since 1947, the Taft-Hartley law has placed tremendous 
obstacles in the way of new organization. It is precisely those groups of 
workers who have been deprived of the opportunity to organize their economic 
strength and obtain decent wages through free collective bargaining who now 
so desperately need the protection of minimum wages. 

Among these groups are some which are partially organized. Textile work- 
ers and clothing workers and furniture workers, to cite only a few examples, 
know from bitter experience what it means to extend organization under Taft- 
Hartley. The great benefits which have been brought to these workers through 
responsible unionism have been seriously threatened because of the outrageously 
low wages paid in nonunion shops. And enlightened employers who have ac- 
cepted trade unionism and who would like to pay decent wages face serious 
economic difficulties because of the unfair and socially irresponsible competi- 
tion made possible through the payment of sweatshop wages. 

There is no minimum wage which this Congress would conceivably adopt 
which would affect the great majority of CIO’s unions and members. Never- 
theless, every one of CIO’s unions is solidly behind the proposal for a $1.25 
minimum. 

CIO supports the proposal because it is morally right and because it is eco- 
nomically sound. 

It is morally right because there is no excuse for the payment of sweatshop 
wages in an era of atomic energy and automation. 

It is economically sound because an expanding economy requires an ever-rising 
consumer income to match our ever-rising productive power. 

In accordance with its basic philosophy that ‘“what’s good for America is good 
for the CIO,” the Congress of Industrial Organizations calls upon the Congress 
to enact a $1.25 minimum wage and to make it apply to the greatest possible 
number of workers. 

NO EXCUSE FOR POVERTY 


In an economy approaching the $400 billion mark in annual gross national 
product, there is no excuse for poverty. 

I have often said—to committees of Congress and elsewhere—that we have not 
yet fashioned all of the economic and social tools needed to realize the full 
potential of our tremendous productive know-how. There is much unfinished 
work in America today. There is also much to be thankful for, much to be 
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proud of. Our factories, our farms, our mines and our shops can and do 
produce enough goods and services today to provide every Inman and woman and 
child with the basic requirements of healthful living. 

No American need go hungry today; no child need go barefoot ; no family need 
be without a decent home. 

But need I remind this committee that there are hungry Americans today ; 
there are children ill-clothed; there are families without adequate housing? 

Somewhere we have failed. Somehow there are millions to whom the much 
heralded “American standard of living’ is a cruel joke. The failure of these 
millions to achieve a decent standard of living cannot be explained away with 
allegations of immobility or laziness or stupidity. Their failure is our collec- 
tive American failure. They are the victims rather than the beneficiaries of 
our economic development. 

Earlier this year I had the privilege of appearing on behalf of the CIO before 
the Joint Congressional Committee on the Economic Report. That committee, 
as this one, is chaired by the distinguished Senator of Illinois, Mr. Paul Douglas. 

I stated then, and I repeat now, that “special attention must be focused upon 
those millions of American families in the low-income groups,” the groups who 
have thus far received the smallest share of the benefits of our present 
technology. 

The President's Economic Report made the cautious admission that “a small 
and shrinking, but still significance, number of American families have cash 
incomes under $1,000 per family. By current standards, most of them must be 
considered poverty-stricken.” 

Just how serious is the poverty problem in America? Recent evidence reveals 
that in 1953—our most prosperous year ever—there were 13 million families 
and individual spending units—1 out of every 4—with total annual incomes of 
less than $2,000... On the basis of 2,000 hours of work a year, this means less 
than $1 per hour. 

No documentation is needed to prove that less than $2,000 a year cannot 
buy even the basic necessities for decent living in America today. Suffice it to 
point out that $2,000 represents less than half the average cost of the BLS 
“city worker’s family budget” in October 1951. It is even less than the cost 
of the minimum family budget of the old WPA when adjusted for today’s price 
level. This emergency budget, it should be remembered, was based upon depres- 
sion conditions. “Followed over a long period,” the WPA warned, “the practices 
called for in the emergency budget may prove harmful to both health and morale.” 

Numerous studies have demonstrated the physical and social costs of poverty. 
The Joint Committee on the Economie Report, a few years ago, conducted a 
highly useful study of low-income families. The study found, among many 
other similar findings, that “low-income families use more grains, less milk, 
meat, vegetables, and fruits. * * * Diets of about 50 percent of the families 
at this income level did not include foods which supply calcium in amounts 
recommended by nutrition scientists.” 

The President’s Commission on Health Needs of the Nation (1952), on which 
I had the opportunity to serve, concluded that “death rates increase as the socio- 
economic scale is descended. Studies by income level and by racial groups 
show significantly lower life expectancy and higher mortality rates for those 
groups from which the lower paid ranks of industrial employment are largely 
filled.” Children especially suffer from this inverse relationship between income 
and life expectancy. The President’s Commission noted: “One inescapable fact 
in regard to the health needs of children is that the lower the economic level, 
the greater the death rate.” 

Similar evidence is available to show that low-income families cannot enjoy 
decent housing, cannot take advantage of educational opportunities, and cannot 
generally share in the overall economic progress which has taken place. 

There are, of course, many factors which contribute to poverty in America 
today. Among these are disability, old age, broken families, prejudice, unem- 
ployment, and low rural incomes. Many of our poorest families live on Ameri- 
ca’s farms. But a major factor accounting for poverty today is inadequate 
wage income. Wherever poverty exists, it is incumbent upon all of us to seek 
the causes and work for its elimination. 


11954 Survey of Consumer Finances of the Federal Reserve Board. 
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WORKERKS AND FARMERS 


About 2 months ago, I appeared before the House Agriculture Committee and 
testified in support of H. R. 12, the bill that would restore 90 percent price sup- 
ports to basic crops. I did this, not because CLO presumes to speak for the 
farmer or because we are convinced that high rigid price supports constitute 
the final answer to the farmers’ problems, but only because we in CIO are con- 
cerned about poverty wherever we find it. There is much poverty on America’s 
farms. Farm income and farm prices have been declining and surpluses have 
heen piling up. Reduced support levels can only mean still further reductions 
in farm income. Because of this, we have endorsed 90 percent price supports 
as at least a partial solution to the problem of the farmer. 

Because we have chosen to speak out in support of the farmer, self-appointed— 
and some Eisenhower-appointed—spokesmen for the American farmers have 
launched a vicious attack on CIO and its president. But it is quite heartening 
to me that I have had no complaints from the family farmer, or from city 
workers. My mail each morning brings me clippings of big-city newspaper 
editorials and attacks by Government officials—but no letters of complaint from 
dirt farmers or workers. 

When I appeared before the House Committee on Agriculture I discussed 
the interdependence of the city workers and country farmer. I declared what 
should be quite obvious to all, that “the welfare and destiny of farmers and 
wage earners are closely interrelated, that each depends upon the prosperity 
of the one to life up the living standards of the other.” I stated frankly that our 
enlightened self-interest prompted our support for the farmers, that their drop 
in income meant fewer customers for the tractors and the refrigerators and the 
work clothing which our CIO members produce. And today, I wish to say just 
as frankly that it is to the farmers’ enlightened self-interest that they should 
support higher wages for industrial workers. Low-wage workers are the poorest 
customers for food and fiber. 

In the joint committee study of low-income families discussed above, it was 
found that “the dollar amount spent by low-income families for food is less 
than that spent by higher-income groups * * *. City families with incomes of 
less than $2,000 spent $16.42 per week ($5.82 per person) on the average for 
food at home and away from home—$11 less than families with incomes over 
$2,000.” 

There is no moral or economic justification for poverty in America today, 
whether on the farm or in the city. We must take whatever steps are necessary 
to assure each group of families some minimum protection. Only as their 
poverty is eliminated, moreover, can we hope to provide the customers for the 
ever-increasing volume of goods and services which our rapidly growing indus- 
trial and farm efficiency makes possible. 

Not all of Amercia’s poverty can be eliminated through minimum wage legis- 
lation. But much can. Millions of the lowest income families are headed 
by wage earners. Many of these are now denid the protection of the Federal 
law, and those who are covered by the law are limited in their protection to 
the antiquated 75 cent minimum. 

This Senate labor and Public Welfare Committee can make a_ substantial 
contribution to the elimination of poverty in America by votirg out amendments 
to the Fair Labor Standards Act which will substantially increase the mini- 
mum and extend coverage. 


THE FAIR LABOR STANDARDS ACT 


The year 1938 ushered in a bright chapter in the history of social legislation. 
After many years of economic debate and constitutional arguments, a Federal 
wage-hour law was enacted. It was a modest beginning but a significant one. 
It demonstrated once again that the calamity howlers were wrong, that America 
could take a bold step forward, that free enterprise was more enterprising than 
its public spokesmen believed themselves. 

The enactment of the Fair Labor Standards Act followed upon a recom- 
mendation made by President Franklin Roosevelt. In asking for its enactment 
in 1937, the President declared : 

“A self-supporting and self-respecting democracy can plead no justifica- 
tion * * * for chiseling workers’ wages or stretching workers’ hours * * *. 
Our problem is to work out in practice those labor standards which will permit 
the maximum but prudent employment of our human resources to bring within 
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the reach of the average man and woman a maximum of goods and of services 
conducive to the fulfillment of the promise of American life.” 

The law itself states its purpose very simply : 

“To eliminate as rapidly as practicable * * * labor conditions detrimental to 
the maintenance of the minimum standard of living necessary to health, effi- 
ciency, and the general well-being of workers.” 

There was much opposition to the Fair Labor Standards Act. Much of it 
came from chiseling einployers who could think only of next week’s payroll. But 
much of the opposition came from those who thought there was something un- 
American, something subversive, something destructive of the free-enterprise 
system in minimum wage legislation. It was the same story of blind resistance 
to anything new in social and economic engineering. it was unemployment in- 
surance and social security and public housing and securities regulation all 
over again. 

After 17 years of minimum-wage legislation, most of this theoretical opposition 
has disappeared. There are still, of course, the die-hards, those who still dream 
fondly of McKinley and Andrew Mellon. You will probably hear from them 
before these hearings are over. 

Actually, however, minimum-wage legislation is no longer a controversial 
principle. Both political parties support it; few economists or employers argue 
for its repeal. 

Agreement on principle, however, is not enough. The need today is to imple- 
ment the principle so clearly enunciated in the act with the enactment of a 
realistic minimum wage and extension of the law’s coverage to the greatest 
number of workers within the constitutional powers of Congress to determine. 


TOO LITTLE—TOO LATE 


About 17 months ago, the Secretary of Labor appeared before the national con- 
vention of the CIO in Cleveland, Ohio. There he spoke out boldly for an increase 
in the minimum wage and extension of coverage. But his program was ignored 
by the President in his legislative proposals for the 1954 session of the Congress. 
The failure was attributed to the inadvisability of raising the minimum wage at 
a time when business was in decline. This was indeed a strange argument com- 
ing from an administration that was insisting so loudly that there was no reces- 
sion in 1954. I recall clearly that the distinguished chairman of the subcom- 
mittee and I were both chastised rather severely as “prophets of doom and 
gloom” because we dared talk about the growing unemployment. 

Early this year, the administration finally made its recommendations. The 
President’s state of the Union message made no specific proposals on coverage, 
and asked for a hike in the minimum from the present 75 cents to 90 cents per 
hour. 

This is too little and too late. 

The 90-cent recommendation is further evidence of the economic rut the pres- 
ent administration has adopted as national policy. 

Once again it has demonstrated that standing still is its criterion of success. 

An increase in the minimum wage from 75 cents to 90 cents will do no more 
than compensate for the increase in living costs experienced by the lowest 
income groups* Is the maintenance of 1950 living standards this administra- 
tion’s concept of economic progress? Are we going to be told that a 90 cent 
wage in 1955 is “almost as good” as a 75 cent wage in 19507% 

Is this what has been labelled “dynamic conservatism” ? 

Over and over again this administration has demonstrated its failure to 
understand the dynamic nature of our economic system. Although professing 
great confidence in the system, it has in fact done little to help it continue to 
expand. Instead of being proud of the ever-increasing wage levels in American 
industry, and looking forward to further increases, it opposes realistic adjust- 
ments in the minimum wage. 

What justification can there possibly be for failure to reflect our tremendous 
gains in productivity in the minimum wage? In the 5 years since the present 
75> cent minimum wage went into effect, the total rise in productivity has 
amounted to at least 19 percent. Thus, even if the new minimum wage were to 
be adjusted to reflect only increased living costs and increased productivity, 
sienibibiaaieiien 


2 Since 1950, living costs generally have risen by 14 percent. It is generally established, 
however, that living cost increases are sharpest for the lowest income groups. For these 
Zroups the increase comes to about 1.4 percent for each 1 percent of general increase. 
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the White House recommendation should have been at least $1.06. The enact- 
ment of such a minimum would do no more than keep the lowest wage groups 
in the same relationship to other wage earners as existed in 1949. 

Simple equity requires that at least these two considerations—increased 
living costs and increased productivity—enter into determination of the new 
minimum wage. A broader sense of economic justice requires, furthermore, 
that factors of decent living standards and the elimination of actual poverty 
be considered in a determination of the new minimum. 

The enactment of a 90 cent minimum wage would give congressional support 
to the thesis that our lowest wage earners should expect no improvement in 
their real wages after 5 vears. It would place in the statute books a con- 
gressional determination that the minimum wage is now and will continue to 
be frozen at the 1949 levels, except for changes in living costs. This is a notion 
which I hope the Congress will reject forthwith. This is a concept of economic 
stagnation. This is a rejection of everything we know about the needs and 
potentials of our tremendous productive power. 

A 90 cent minimum would affect only about 1,100,000 workers in covered in- 
dustries. It would add to the payrolls of American industry only about $200 
million a year—about three-tenths of 1 percent of total payrolls in covered in- 
dustries. 

This $200 million in wage adjustments for over a million persons is less than 
the tax savings enjoyed by the General Motors Corp. alone in 1954 resulting 
from the repeal of the excess profits tax. 

The total cost to all American industries resulting from the 90 cent recom- 
mendation represents only about one-eighth of the $1,648 million in total profits 
before taxes of this one corporation. It represents less than one-tenth of 1 percent 
of total personal income in the United States. 

I cite these figures not because I object to the profits of General Motors but 
only to place the nature of the President’s proposal in proper perspective. 

This 90 cent proposal comes with particularly bad grace from an administra- 
tion which has found it so easy to recommend billions of dollars of tax reductions 
to corporations and wealthy individuals. 

It is my sincere hope that this committee will, as will the full Senate Commit- 
tee on Labor and Public Welfare and the Senate itself, reject the timidity of the 
administration. I urge the committee to vote out a bill which will reflect con- 
fidence in our American economy and real concern for welfare of our lowest in- 
come families. 
$1.25 1S REASONABLE AND NECESSARY 


The CIO has for some time now been advocating the enactment of a $1.25 
minimum wage. It has been such a long time, as a matter of fact, that I must 
say in all frankness that even our proposal is by now somewhat out of date. 
Economic justice and economic wisdom both decree that this Congress should 
with the least possible delay enact a minimum wage of at least $1.25 per hour. 

Minimum wage legislation, to be effective, must be kept up-to-date. Welcome 
as the 75 cent minimum was in 1949, that wage was in fact obsolete by the time 
it took effect. This was attested to by the members of the House Labor Com- 
mittee at that time. The provision in the Lehman bill, 8. 662, which would per- 
mit industry committees to set minimums up to $1.50 per hour, would help keep 
the act up-to-date. 

By almost any reasonable standard, the $1.25 proposal is a realistic one. 

(1) The Fair Labor Standards Act’s criterion of “health, efficiency, and general 
well-being” requires at least $1.25 per hour. Such a wage means $50 for a 40- 
hour week and $2,500 for a 50-week year. This does not begin to meet the re- 
quirements of the city worker’s family budget discussed above. According to a 
recent study of the New York State Department of Labor, even a working woman 
who lives with her family requires an hourly minimum of $1.22 in order to pro- 
vide for herself “minimum adequate maintenance and protection of health.” 

(2) Since January 1950 when the 75-cent minimum went into effect. most 
workers, in our major industries especially, have received 5 general wage in- 
creases. These increases have ranged from about 39 cents to 53 cents in basic 
wages alone. There were additional and substantial gains made in fringe bene- 
fits—pensions, life insurance, and sickness benefits. A $1.25 minimum represents 
a 50-cent increase in the statutory minimum. Certainly our lowest paid workers, 


those who need it most should enjoy wage increases comparable to those received 
by higher wage workers. 
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(3) In relation to changes in American wage levels since 1958, when the Fair 
Labor Standards Act was passed, the present 75-cent minimum is woefully in- 
adequate. In that year, when the Congress decreed an ultimate 40-cent mini- 
mum, average hourly earnings in manufacturing were less than 63 cents. Today, 
the average is over $1.85, almost three times as high. If the Federal minimum 
had been keeping up with changes in average wages, it too would have tripled 
and would be about $1.20 today. 


ADJUSTMENTS HAVE BEEN MADE READILY 


There will of course, be the inevitable cries of the calamity howlers. It will 
again be asserted before this committee that a substantial increase in minimum 
wages will cause the closing of businesses and the laying off of workers. The 
specter of inflation will again be thrown at the committee. And, as I stated pre- 
viously, the McKinley-era advocates will again cry regimentation and socialism. 

But the history of the last 20 years is a clear refutation to these chronic 
economic crepe hangers. 

American industry has shown time and again its ability to adjust successfully 
to increased minimum wages. 

(1) From June to October 1933—under the President’s reemployment agree- 
ment—workers in half of the 159 industries for which data are available in- 
creased their hourly earnings from 7.5 to 20 percent. Some of the lowest-paying 
industries showed increases up to 50 percent. 

(2) In the NRA code period from October 1933 through the first months of 
1935, industries still further increased their wages. Industries with the lowest 
yages Showed increases of from 15 to 20 percent. 

(3) During the first 7 months of the operations of the Fair Labor Standards 
Act—October 1938 to May 1939—employment increased by 680,000. Industry 
adjusted without difficulty to the introduction of the 30-cent minimum in 1939 
even though 6 percent of all workers were directly affected. Business failures 
were greater in number before the act became effective than later. 

(4) The 40-cent minimum became almost completely effective by the end of 
1941—4 years sooner than contemplated by the act—-with constructive results. 
In September 1938, 13 percent of all employees covered by the act had been earn- 
ing less than 40 cents. 

At the times the Administrator issued the 40-cent wage orders, 1,600,000 
workers were reeciving less than 40 cents. In 37 wage orders, the 40-cent mini- 
mum affected more than 20 percent of all workers in the respective industries. 

(5) The 75-cent minimum wage in 1950 was absorbed with constructive effects. 
The United States Department of Labor Survey, Results of the Minimum Wage 
Increase of 1950, reports that “the 75-cent rate appeared to have had only minor 
effects on such variables as employment, plant shutdowns, prices, technological 
change, hiring policies and overtime work.” 

In light of this impressive record of easy adjustment to increased minimum 
Wages, it is difficult to understand why the prophets of gloom and doom continue 
to come back each time to Congress to sing their tale of woe. The fact is they 
cannot show where and when any of the actions taken in the past have harmed 
employees or employers or communities. 

The fact, unfortunately, is that failure to act promptly enough and boldly 
enough in the past has indeed led to much hardship for many employees, busi- 
nesses, and communities. Dozens of new ghost towns are being created each year 
because of inability to compete with unconscionable competitors whose only 
advantage is exploitation of human labor. 

These new ghost towns are not limited to any one area of the country. New 
Iingland’s serious plight has received national attention. But there are dozens 
of States—in every major region of the country—that have witnessed the sorry 

spectacle of runaway plants. They run from one city in a State to another one 
in the same State. They run from one Midwest city to another. They run from 
one Southern State to another. The runaway sweatshop employer respects no 
houndaries, honors no moral commitments. The town he ran to 10 years ago 
finds itself being run away from today. 

The mayor of Pelahatchie, Miss., recently embarked on a campaign to attract 
new industry to his community of 989 persons. This is what he wrote to 
prospects: “Then our wonderful labor, 98 percent native born, mostly high-school 
graduates, will lower average hourly industrial rates 6 cents to 49 cents below 
other Southern States, and from 50 cents to 95 cents below Northern States.” 













i = i: —amemmmmri. 





312 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Now, Pelahatchie should have industry if it needs it and wants it. Every 
community in America should be given the opportunity to make its contribution. 
But not at the expense of human dignity, not at the cost of other people's hard- 
won gains, not at the price of sweatshop labor. This is bad for Pelahatchie as it 
is for all America. 

Higher wage levels have not arrested industrial development in new areas 
the South, the Far West, the Midwest. Our major industries have almost com- 
pletely eliminated North-South differentials, yet the South continues to show 
remarkable expansion. 

It is the newer areas, with the newer technology and modern plants, which can 
adjust even more easily to decent minimum wage scales than the older, estab- 
lished areas. 

There is no reason why all sections of American industry will not be able to 
adjust as satisfactorily to a $1.25 minimum this year as they have in the past 
to every other increase in the minimum. 

I hope the members of the Senate and the leaders of American industry share 
with me and the CIO our solid faith in American industry’s ability to pay 
decent wages. 

Recent history demonstrates, moreover, that adjustments required hy the es- 
tablishment of an increased minimum do not have to cause increased prices to 
the consumer. 

There is always the possibility that some irresponsible producers, especially 
in the absence of real competition in an industry, would take advantage of any 
factor to raise prices. But modest cost increases, when they result from merely 
narrowing the spread between the lowest and the highest wages in a given indus- 
try need not—and, in fact—have not caused material price increases. 

The annual report of the wage-hour administrator for the year 1950 discussed 
the effect of the 75-cent minimum on prices. It stated: 

“* * * prices for products of low-wage industries affected substantially by 
the necessity for the payment of higher wages do not seem to have risen as a 
group any higher than prices of other products * * *.” 

There are undoubtedly some few establishments, out of the tens of thousands 
covered by the act, which might find it necessary to make some slight adjustment 
in prices to meet the requirements of a $1.25 minimum. But this would be true 
only where wages are currently at or very close to the 75-cent minimum, or where 
the plant is woefully mismanaged. I cannot believe that the average American 
consumer wishes to save a few pennies on a pair of overalls or a pair of shoes 
or a kitchen table at the cost of sweated labor—if in fact these extra pennies were 
justified. In the great preponderance of cases, it is not the consumer who profits 
from substandard wages. 

Senator Wayne Morse stated the situation very succinctly about 10 years ago, 
when he served as a member of the National War Labor Board. Then a Repub- 
lican in good standing, he declared: “American labor should not be asked to 
subsidize American industry by working for wages below the level of health and 
decency.” 

Certainly the increases required by a $1.25 minimum cannot seriously be con- 
sidered to constitute a general inflationary pressure. The total cost would be a 
maximum of $2 billion a year. With our total national product now about $30" 
or $40 billion below our capacity, this added $2 billion could not possibly 
represent any strain on our general price level. 





EXTENSION OF COVERAGE 


The CIO calls upon the Congress to extend coverage of the Fair Labor Stand- 
ards Act to the maximum number of persons which it is constitutionally per- 
mitted to include. Since the original enactment of the law, in 1938, we have: : 
made serious retreats rather than moving forward. 
Our organization was honored to provide the platform in 1953 for the Secre- 
tary of Labor’s eloquent call for substantial expansion of coverage. Pointing out 
that only one-third of America’s 63 million working people were protected by 
the existing law, the Secretary declared: 
“I do not believe that we have established the type of floor under our national 
wage structure that a prosperous America wants and must have if so substantial 
a number of our workingmen and workingwomen are without the safeguard of 
minimum wages. Not only is their position dangerously insecure, but as long as 
such a condition exists it imperils the economic status of those workers who are 
lucky enough to be covered by the law or are represented by strong unions in: 
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profitable industries. With almost two-thirds of working Americans unsup 
ported by our minimum wage statute, the ability of too many of our people to 
save and buy the things they need and want is seriously impaired.” 

These were indeed eloquent and noble words. I have no doubt they were also 
sincere. 

In that same address, the Secreary said: 

“IT want to tell you here and now we are doing something about this * * *. We 
are examining the categories of exemption and exclusion and are exploring the 
possibility of bringing in additional workers under the coverage of the act.” 

During the 17 months following the Secretary's statement to the CLO conven 
tion there were no Presidential recommendations on extension of coverage, and 
there still has been no bill submitted which is supposed to reflect the wishes of 
the administration on this vital question. 

Last week, the Secretary of Labor did finally make some recommendations 
It is now quite clear that Mr. Mitchell’s statement in 1953 received a much 
cooler reception in the White House and the Cabinet than they did at the CIO 
convention. 

We are forced to the reluctant conclusion that the Secretary's proposal repre- 
sents little more than a face-saving gesture; 17 months ago, the Secretary pointed 
to the 18 million persons gap in minimum wage coverage. Last week he proposed 
the extension of coverage to a mere 2 million persons, and he would deny even to 
these 2 million the protection of the overtime provisions of the law. 

Moreover, the specific proposal for even these 2 million workers is completely 
unworkable. If I understand the proposal correctly, the Secretary's recom 
mendations would lead to a situation where a small grocer with two stores 
located on opposite sides of a State border would be covered while a tremendous 
erocery store, or drug store, or department store doing perhaps millions of 
dollars of business annually would not be covered: and furthermore, a chain 
of retail establishments, regardless of the number of outlets or the volume of 
business, all of which are located in 1 State would similarly not be covered. 
Such a situation is bound to lead to deliberate reorganization of ownership. 
The advantages to be gained would be most attractive. 

The administration’s position, therefore, leads to a continuation of the present 
highly unsatisfactory Coverage. 

The individual States have not been able to—and cannot be expected to 
make up significantly for the lack of coverage in the Federal act. According 
to the President’s Economic Report, early this year only 3% million persons 
were covered by the laws of 20 States. The majority of these were women and 
minors in retail trade. 

There is, in this Economic Report, a disturbing indication of the administra- 
tion’s retreat from the Secretary’s stated position. The President's 
states : 

“It would be well for both the Congress and the States to consider the question 
of bringing substantial numbers of workers, now excluded from the protection 
of a minimum wage, under ifs coverage. To ease the process of adjustment, a 
gradual approach to this problem will need to be developed.” 

It is highly unrealistic on the basis of experience, to expect the States to 
make any real progress in this field. To defer to them means to abdicate from 
our national responsibilities. 

Several weeks ago, one of the Assistant Secretaries of Labor, speaking in 
New York City, defended the White House recommendation of a 90-cent minimum 
by contending that mest of the services the Government renders to citizens in 
the field of labor, social insurance and welfare “are, and of right ought to be, 
rendered by the States.” 

Someone should tell that Assistant Secretary the facts of economic life. He 
should be reminded that, after all these years, less than half the States have any 
minimum-wage law at all, only a few million persons are covered, and their 
minimum-wage levels are disgracefully out of date in almost all cases. One 
State believe it or not, still retains a 20-cent rate for some of the workers allegedly 
“protected” by this State law. 

Someone should explain to the Assistant Secretary of Labor that this is an 
integrated national economy, that no State can be expected to set minimum wages 
substantially higher than other States. 

Clearly, then, the remedy lies in congressional action. 

The 84th Congress should write into the Fair Labor Standards Act the broadest 
possible interpretation of interstate commerce rather than the narrowest. 


report 
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The CIO supports, at the very least, the increased coverage and the elimination 
of exemptions required by the Lehman bill, 8. 662. Other bills have been sub- 
mitted to both the Senate and the House of Representatives which call for ex- 
tended coverage. CIO hopes that the protection of the Fair Labor Standards 
Act can be extended to millions of additional wage earners just as quickly as 
possible. 

Under the Lehman bill, coverage would be extended to approximately 4 million 
persons. In addition, specific exemptions written into the law affecting 2% 
million additional persons would be eliminated. 

We have a heavy moral responsibility to those millions of workers who do not 
today have the protection even of the inadequate 75-cent minimum. The CIO 
hopes that the S4th Congress will make a substantial contribution to the cor- 
rection of this serious situation. 


NEED FOR A HEALTHY ECONOMY 


A substantial increase in the minimum wage is not only morally right and 
economically justified ; it is a necessary and vital part of a rounded program for 
economic growth. 

On February 10, I appeared before the Joint Committee on the Economic 
Report and discussed the President’s economic report. I will not burden the 
present record with a detailed account of that discussion. But I do wish to refer 
briefly to the basic thesis of our presentation. I stated then that: 

“* * * a mass production economy requires mass consumption. Our major 
economic difficulty in the past 18 months has been an insufficiency of consumer 
purchasing power to sustain full employment. With the new technology, in- 
creasing the efficiency of production, this problem will grow in importance.” 

I see no reason for changing this appraisal today. There has been some 
mild recovery in the last few few months. But we must not blind ourselves to the bE 
dangers that lie ahead. I do not stand alone in predicting heavy layoffs in the cs 
automobile industry in the last half of the year. Steel production is not ex- 
pected to hold at present levels much longer. Construction is expected to taper 
off. If I am a prophet of gloom and doom for saying this, then so are the 
editorial writers for most of the business journals. 

While our production indexes rise or stand still, our employment indexes go 
down. Today’s rapidly advancing technology is responsible for higher-than- 4 
usual increases in man-hour productivity. Are we going to be able to match this 
increased productivity with increased consuming power? Or are we going to 
have to suffer a new and bigger round of growing unemployment? 

The CIO is not afraid of advanced productivity, whether it be from automation 
or atomic energy or any other direction. We know that from this productivity 
flows our standard of living. But we know, too, that the benefits from this 
advanced technology will not flow automatically to the average American. 
Seventy-five and ninety cent wages have no place in today’s economy. Human 
exploitation, through sweatshop wages and automation just won't mix. You 
can automote products, but not customers. The American people will be con- 
sumers for America’s growing production only if they have sufficient purchasing 
power to buy up that production. 

It is a major American tragedy that this year our farms and factories and 
mills will be producing about $40 billion worth of goods and services less than 
we could be—if our full capacity were being utilized. 

There are many steps which we should have taken and ean still take to reduce 
this tragic waste. A more enlightened tax policy would help. More liberal un- 
employment insurance and social security would help. Bold programs for school 
construction, slum clearance, hospitals, roads and other socially useful institu- 
tions would help. And higher wages would help. 

A $1.25 minimum wage would put about $2 billion into the hands of people, 
who wouid pour it back immediately into the stream of our economy. These 
would be dollars of the highest velocity. The individuals would benefit from this 
extra income, and so would the economy as a whole. 

An expanding economy requires an expanding purchasing power. What bet- 
ter place to start than with the lowest wage groups in our society? 
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LOOKING FORWARD 


America has not grown strong by looking back—or standing still. It has made 
tremendous economic progress because it has been willing to cross new frontiers, 
take bold steps. The 12-hour day gave way to the 10-hour day, and then to the 
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<hour day. Before long, the S-hour day will be a thing of the past. A $5 
daily wage in the auto industry was once considered revolutionary. laid 
vacations and holidays were once reserved only for top management. Pensions 
for workers were once unheard of. The workers economic security was once 
completely unprotected; now we have unemployment insurance and disability 
benefits and call-in pay. And before long we will have a guaranteed wage and 
employment plans in American’s basic industries. 

Only yesterday, every parent in America dreaded the coming of summer be- 
cause that was infantile paralysis time. And today, there is hope that this 
frightening, crippling disease has been conquered. 

The dreams of yesterday are today’s achievements. And today’s hopes can 
he tomorrow’s accomplishments. But always there are men of little faith and 
no vision—men who fear and cringe and warn. To the extent that their cries 
of anguish have been heeded, our progress has been delayed. But we are 
thankful that they have not been heeded too often. I have said often that 
America has fashioned its greatness by doing the impossible, by doing today 
what the men of little faith said was impossible yesterday. 

A minimum wage of $1.25 an hour in 1955 is not impossible. It isn’t even diffi- 
cult. It just requires a comprehension of America’s greatness and a confidence 
in America’s future to see the reasonableness of the proposal. 

Human exploitation in 1955 America is criminal, poverty disgraceful. The 
S4th Congress can make a great contribution to the elimination of exploitation 
and poverty by the immediate enactment of a realistic minimum wage and exten- 
sion of its protection to the greatest possible number of persons. 

Mr. Revutuer. I might say, Mr. Chairman, that I am very privi- 
leged this morning to share the witness stand with one of my associates 
in the CIO, Mr. Solomon Barkin, who is the chairman of the CIO 
committee on fair labor standards, and is also the director of the 
research department of the CIO Textile Workers Union. Mr. Barkin 
will develop some of the details in support of our general position. 

Now, we urge support of $1.25 per hour minimum and extension of 
coverage. We believe this is a very essential problem that the Con- 
gress must give attention to. 

I would like to make it clear, Mr. Chairman, in urging $1.25 and 
extended coverage, very few CIO members will be affected by such 
action. As a matter of fact, no minimum wage that the Congress 
might consider will have a direct impact upon the wage position of 
most CIO members. In the steel industry, the auto industry, the oil 
industry, and most of the basic industries that are organized by CIO 
unions, the minimum wage will have no effect. But we support this 
legislation because we want to help that segment of America’s bread- 
winners, and that segment of the American economy which we believe 
needs the help of the stronger segments of the American economy. 

Senator Doveras. Of course, the wage would affect primarily the 
so-called soft goods industries ? 

Mr. Revtuer. That is correct. It gets into textiles, clothing, and 
furniture industries, that area, and those unions in the CIO who 
have jurisdiction in those areas of the American economy will be 
affected. 

Senator Doveras. And it would reduce the competitive pressure 
of low wage rates in the unorganized plants upon union scales in the 
organized plants in those industries? 

Mr. Revutuer. That is correct. 

_ We support this legislation primarily because we believe that what 
is good for the whole economy, and what is good for the whole of 
America, is good for CIO, even though the bulk of our members are 
not directly affected. 
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Now, the unfortunate situation is that the Taft-Hartley Act, as 
we all know, has made it extremely difficult to organize the unorganized 
sectors of our economy, and it is precisely in those areas where the 
wages are depressed, where the living standards are low and substand- 
ard, that we believe that the $1.25 per hour, and the extenion of 
coverage, will do a great deal cower ; getting relief in the areas of 
our economy where there is real need. 

Senator Doveias. And those areas are geographical as well as 
industrial ? 

Mr. Reutuer. That is correct. 

You will find that these very low standards are spotted through- 
out the country. They are not limited to one geographical area, nor 
are they limited to any specific industry. They are general in char- 
acter, and broad in terms of the industries. I believe that we can 
say with all good conscience that the minimum-wage legislation now 
before your committee affords Congress a golden opportunity to make 
an important contribution in an area of our economic life that I think 
needs a great deal of attention. 

We were encouraged, of course, in the first part of this year by the 
fact that there has been some improvement in the general economic 
situation, but we cannot escape the conclusion that there is real con- 
cern as to what might happen in the second half of 1955. We are 
not proposing that we hang crepes. We have unlimited confidence 
in the future of the American economy, in its basic soundness. But 
we do believe that it is the better part of wisdom to try to recognize 
danger points when they exist. 

Senator Dovetas. I have always taken that position, Mr. Reuther, 
and have been rebuked by the Secretary of the Treasury, by the former 
Speaker of the House, and by the chairman of the Republican Na- 
tional Committee. 

Senator Benper. Not all at once. 

Senator Dovcias. Yes, almost all at once, and almost continuously. 

Mr. Revruer. I would like to say, Mr. Chairman, I shared the priv- 
ilege of being among you as one of the four prophets of gloom, and 
you and I had distinguished company on that team. 

Senator Benper. Mr. Reuther, how long have you been trying to 
get a minimum wage bill enacted ? 

Mr. Revuruer. We have been working in the vineyards for a long 
time. 

Senator Benper. Another administration was in power here for a 
long time. 

Mr. Revtruer. That is right, and if you will look in the record the 
Republican Party contributed in large measure to the opposition to 
raising the minimum wage. 

Senator Benper. Mr. Reuther, the Republican Party was not in 
power. 

Mr. Revtner. But in our free system of Government, Senator, the 
party not in the majority also carries responsibilities. The people 
on the minority side are not absolved of their political and moral 
responsibilities. If you are in the party that is in a minority, and 
you vote against necessary desired social legislation, you cannot escape 
your responsibility by saying we are not in the majority and, there- 
fore, we have no responsibility. 
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Every person who votes on any law in Congress, whether in the 
Senate or in the House, is responsible morally and politically for his 
vote regardless of whether his party is in the majority or the minority. 

Senator Benper. Are you telling me! 

Mr. Revrner. I am just stating a Enct. 

Senator Benper. I was a legislator 2 25 or 35 years ago, and I in- 
troduced the first minimum wage bill in Ohio and the CIO forgot all 
about my performance. 

Mr. Revruer. You say that was 25 years ago? 

Senator Benper. Well, all my life I have done that because the CLO 
is part of the Democratic Party, and they put the Indian sign on my 
side of the door. 

Mr. Revtuer. The ClO is not a member of the Democratic Party. 

Senator Dovetas. I don’t wish to intervene in this dispute between 
Mr. Reuther and Senator Bender, but the minimum wage legislation 
was enacted in 1938 over the opposition of the Republic an Party. 
In the early days of his career Mr. Bender was in favor of minimum 
wage legislation, and in those days I think he was an extremely good 
legislator. 

Senator Benper. I think in Ohio they think so today, even though 
I was only elected by 2 or 3 votes. 

Senator Doveias. I would also like to pomt out that the increase in 
1949 came when the Democratic Party was in power and, of course, 
we all know, as a matter of fact, that frequently in such affairs as 
these you have coalitions across party lines with a minority of the 
Democratic Party wor king with the majority of the Republican 
Party to prevent progressive legislation. 

I mention this simply for the record, and not to embroil the hear- 
ings ina party eave 

Senator Benner. I didn’t start it. 

Senator Dove as. Well, I think you started it, but I am ready to 
terminate it. 

Mr. Reutuer. Well, I would like to end it by going on with my 
testimony, if I might, Mr. Chairman. 

Senator Doveras. Yes. 

Mr. Revtuer. I think’ that the question of the level of the mini- 
mum wage, making it adequate and making it realistic, is something 
that ought to transcend partisan consider: ations because we of the 
CIO believe that $1.25 per hour minimum wage with extended cover- 
age is both a matter of economic justice to the millions of wage earn- 
ers who now do not enjoy that standard of living that they ought to 
have, and we also believe it is a matter of economic necessity because 
as long as millions of American families are denied the income neces- 
sary to enable them to become first class economic citizens, they will 
fail to contribute that portion of the purchasing power nec essary to 
sustain an expanded economy. 

I think if you would try to put your finger on the one single eco- 
nomie factor which created the problem in 1954 in which we did have 
roughly 5 million unemployed, if you take into consideration those 
fully unemployed, those partially unemployed, and those people who 
got lost in the shuffle because there were no jobs available, we had the 
equivalent of 5 million unemployed 

Senator Dove.as. As a matter of fact, the Joint Committee on the 
Economic Report prepared figures on this point, and it came for 
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March of 1954 to almost precisely 5 million, or 8 percent of the work- 
ing force. 

Mr. Revutuer. I think that basically the source of the problem in 
1954 was the imbalance between our productive capacity and the lack 
of adequate purchasing power to consume the productive wealth that 
we knew how to create. Therefore, we believe that when you talk 
about $1.25 an hour minimum wage you are not only trying to give 
the worker and his family that measure of economic justice to which 
they are entitled, but you are also creating a broader purchasing power 
base in the whole economy which will help the movement forward of 
our whole economy, and we believe that essentially our basic problem 
is to achieve this dynamic expanding balance between productive 
power and purchasing power. 

In our opinion, this single act of the present Congress to contribute 
materially to that goal, the $1.25 wage minimum and extending the 
coverage, based upon the figures we have, will put about $2 billion 
high velocity purchasing power in the hands of those low-income 
families who will spend that. When you give $2 billion to these low- 
income families they are not going to salt that away in the salt brine, 
they are going to spend that money, and this money is going to show 
up on the counters of America’s stores, buying the necessities of life. 
This will begin to stimulate greater economic activity throughout the 
whole economy, and it is precisely this kind of action that is needed 
now. If we are worried about the last half of 1955, passage of this 
$1.25 minimum wage and expanding the coverage will stimulate eco- 
nomie activity, and I think that this $2 billion will compound and will 
begin to radiate through the entire economy, and therefore we will 
not only be helping low income families but we will be helping the 
whole economy. Every segment of the economy will profit by the 
increase in the minimum wage. 

Now, we of the CIO have always taken the position that no Ameri- 
can is entitled as a matter of right to economic security. We have 
no sympathy for a worker who can get a job at decent wages and 
decent working conditions but who is unwilling to work. What we 
do say is that every American is entitled to the opportunity to earn 
his economic security for himself and his family, and when workers are 
forced to work for wages of 75 cents an hour, and in some cases less 
because they are not covered by the minimum wage, they are being 
denied the basic right to earn their economic security under condi- 
tions of decent wages and decent working conditions. That is why 
we believe that the 75 cents has to be abandoned, and that we ought 
to move to $1.25. 

I think universally everybody will agree that 75 cents is obsolete 
and inadequate, but we are disturbed by the fact that the Administra- 
tion now proposes a 90 cents an hour minimu wage which we believe 
is the policy of too little and too late. If you take the increase in the 
cost of living, among the low-income groups, from 1949 through the 
present period, it almost approximates 20 percent. 

Senator Doucias. Now, Mr. Reuther, you have touched on a very 
important point, because the index of consumers’ prices shows an 
increase of about 14 percent over January 1950 which would bring 
the minimum wage to an equivalent of 85 cents, I asked the Depart- 
inent of Labor if they would compute roughly another index for low- 
income families which would give greater weight to foods, for example, 
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and smaller weights to services, and to some of the items which are 
nore important for the upper groups. 

As a matter of fact, the official figures could be used because the 
Bureau of Labor Statistics separated families by income groups. 

Now, I hope if the Department of Labor does not or will not furnish 
this material that you may be able to do so. 

Mr. Reurner. We should be most happy to cooperate on that. 

Mr. Barkin has detailed information. It is our contention, if you 
give the proper weights in the cost-of-living index to a family budget 
of a low-income group, that 1 point in the normal index is equivalent 
to 1.4 in the low-income family budgets. 

Senator Doveras. Do you have figures to support that? 

Mr. RevurnHer. We have figures to support that, and Mr. Barkin 
will be glad to supply that. 

Senator Dovetas. Are the weights taken from the Bureau of Labor 
Statistics family budgets? 

Mr. Barkin. Yes, Senator. We have made the only study which 
has been made in the field in terms of budgets for the lower income 
groups, and that study was made under the continuous cooperation, 
but not the direction, of the BLS, and they approved the entire study 
which we made. It isa published study. 

Senator Doveias. Where was it published ? 

Mr. Barkin. It was published by my union as a separate document. 

Senator Doveias. Would you submit it? 

Mr. Barkin. Correct, sir. 

(The document referred to appears in the statistical appendix, pt. 3 
of the hearing.) 

Senator Doucias. May I ask the staff of this committee to check it 
and also check with the Department of Labor and the Bureau of Labor 
Statistics to see if there are any errors in it, and whether they will be 
willing to agree to its accuracy ? 

Senator coment In addition to submitting those figures to the 
committee, I would greatly appreciate it if you would send individual 
copies to the members of the committee. The record is a pretty 
voluminous amount of material. It is several volumes, and I think 
it would be very useful for us to have it. 

Mr. Barkin. Senator Douglas, I will also send you a statement by 
the Acting Commissioner of Labor Statistics approving the technical 
standing and competence of this report. It was published because we 
wanted to be sure that no one could question our procedures. It was 
reviewed in complete detail when it was published. 

Senator Doveias. You will furnish copies not only to members of 
the subcommittee, but to members of the committee as a whole? 

Mr. Revruer. We shall be most happy to do that. 

Senator Doveias. And what you say is that it shows an increase 
not of 14 percent but of approximately 20 percent. 

Mr. Reuruer. That is correct. 

Senator Dove.as. So even on the basis of increases in the cost of 
living it would require 90 cents for the low-income groups to purchase 
now the equivalent of 75 cents in 1949? 

Mr. Revruer. That is right. 

Actually based upon this approach to the index, the 90 cents essen- 
tially reflects a standing-still process, and I wish that Senator Bender 
had stayed here because I think this gain reflects the lack of realism 
in the economic policies of the present administration. 
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America must move forward, and certainly a minimum wage must 
reflect the desire of the American people to move forward, and when 
you fix the 90 cents you are not moving forward. You are just catching 
up to where you used to be. 

Senator Doveras. As a matter of fact per capita productivity has 
increased so you are saying that a constant real wage is a relatively 
diminishing wage? 

Mr. Revrner. That is right. That is the next point I wanted to 
make, Senator Douglas, that productivity in that period went up 
almost 20 percent as a minimum. We think it went up a great deal 
more than that when you really get an analysis of the tremendous 
technological progress that is being made in the basic industries. 

Senator Doveras. This is productivity per man-hour? 

Mr. Revurner. That is right, but certainly 19 or 20 percent is the 
very minimum that nobody “could argue about, and when you trans- 
Jate that into minimum wage you would have to get to $1.10 an hour 
to keep up. 

Senator Doveras. I may say that we have not been able to obtain 
the tables of Dr. Burns on economic productivity, but in the Eco- 
nomic Report of the President of January 1955 the charts indicate 
that the increase in productivity per man-hour for manufacturing 
as a whole has been substantially 20 percent since January 1950. 

Senator LeHman. May I ask one question ¢ i 

You stated, and I am sure that your figures are accurate, that the 
productivity of the individual workers, based on man-hours, has 
gone up about 19 or 20 percent. But isn’t it a fact that the national 
production since 1949 has increased a great deal more than that? 

Mr. Revruer. That is right. There is no question about it. The 
20-percent figure understates the improvement. There is no question 
about that. But we use that figure because we don’t want. to get into 
an argument about what is the level of productivity merease, and 
certainly a 20-percent increase in the productivity would require a 
$1.10 minimum to catch up to where we are. 

Senator Doveras. Of course there has been an increase in the 
number of persons working, and a decrease in the number of man- 
hours worked per year, so you would naturally expect the productiv- 
ity per man-hour to be less than the increase in national production. 

Mr. Revrner. That is correct. 

Now, take another comparison of what is happening, take the 
fact that since the 1949 period wages generally have gone up from 
38 to 50 cents per hour, not counting the fringe benefits, and the 
fringe benefits have been very substantial in most of the basic in- 
dustries, but just taking the straight hourly earnings, from 38 to 50 
cents. Certainly when you are trying to get some “degree of equity 
and justice in the wage structure, the minimum wage ought to reflect 
a proportionate movement forward, and we think that that is w hy 
you ought to get the $1.25 per hour because that again would reflect 
the same sort of w age movement among the low-economic groups as 
the more fortunate people have had. 

Senator Doveias. Mr. Reuther, I wonder what your judgment j 
is about the degree to which fringe benefits have been granted to low- 4 


wage workers as compared to the fringe benefits obtained by the 
high-wage workers? 
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Mr. Revruer. Well, obviously the low-wage groups, and certainly 
the unorganized groups, have not made the progress in the areas 
of fringe benefits as have the organized workers, and I think that the 
best proof of that is the fact that it took a lot of doing to get the 
organized workers these benefits because of resistance “of manage- 
ment, and when there was an absence of this organized pressure 
management groups did not give them to unorganized workers. 

Senator Dougias. 1 supose you were helped in getting the fringe 
benefits by the wage freeze which kept down the wage rate, itself; 
isn't that true / 

Mr. Revruer. That is true. We could give you figures, if you are 
interested, on the scope of fringe benefits. The F ord Motor Co. pub- 
lished a full-page ad the other day in which it talked about the fringe 
benefits that Ford workers are enjoying, and I am sure if you took 
those fringe benefits, and then went into areas not covered by minimum 
wage, or areas covered by minimum wage which are depressed, you 
would find that the workers did not enjoy these fringe benefits that the 
Ford workers have. 

Senator Dove as. Of course, it is true that the employers of the low- 
wage workers are frequently hard pressed themselves by competition, 
are relatively small, and do not have the resources that the big con- 
cerns do. Isn’t that true? 

Mr. Revruer. Well, there will be situations where that is true, but 
there are other situations where wages are depressed where the com- 
panies are in an economic position to pay higher wages, and they 
choose not to do so. 

Now, if you take another means of comparing the inadequacy of the 
90-cent proposal, the BLS family budget for 4, which I think we are 
all familiar with, indicates that a family of 4 needs a budget of be- 
tween $3,800 and $4,300, varying by city based upon the living costs 
in those various cities, and when you take the 90 cents it is less than 
half of what the BLS says is required. 

Now, how an administration can propose a minimum wage which 
reflects only 50 percent of the income which an agency of the Govern- 
ment charged with keeping family budget figures claims to be what 
a family needs—we think-that on the face of it it is quite obvious that 
%) cents an hour is not adequate, and that, therefore, the $1.25 figure 
ought to be the one that you use. 

Now, when you take the amount that a single woman living with a 
family needs to sustain herself, vou need $2,440 for a single woman 
in New York City. Now, that is $1.22 per hour to give you that in- 
come for a single woman. Now, what happens when a bread winner 
has 2 wife and half a dozen children when he gets that kind of in- 
come? Well, it is obvious, his children pay a tremendous price by 
undernourishment, by the lack of those things that make up a decent 
iiving standard for any family, and ultimately the whole of our society 
pays a tragic price for that neglect, and that social irresponsibility. 
So that when you take all of these measurements by which you can 
judge whether 90 cents is adequate or inadequate, we come to the con- 
clusion that each of these standards proves the 90-cent figure wholly 
In udequate and, therefore, it should be laid aside and the highe 1 figure 
of $1.25 ought to be used. 

Senator Doveras. Mr. Reuther, I don’t want to advance this as an 
argument on my part, and I hope it will not be regarded as such, but 
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I wondered what comment you would make on the following conten- 
tion which I have heard advanced by others: 

When I was a private in the Armed Forces my pay was $20 a month 
in addition to keep. At times we would make objections to that on 
the ground that it wasn’t enough to support a family. The reply 1 
would always be that you weren’t supposed to have a family if you 7 
were a private, you were only supposed to have a family if you were : 
a platoon sergeant or in the upper three pay grades of the enlisted 
ranks. 

What would you say to the contention that the unskilled workers are 
largely young workers, who are not expected to have a family. As 
they get older and become foremen, and acquire a family, then their 
pay can goup. Now, I don’t hold to this point of view, but I have 
heard it advanced, and I would like to have your comments upon it. 

Mr. Revutuer. Well, to begin with, I think we could all agree that 
the American family is the Titian of our free society, and what 
is good for the American family is good for the whole of our society, 
and what undermines the American family undermines the whole of 
our society. 

Now, I don’t subscribe to the point of view that a young worker who 
is making the same economic contribution to the creation of economic 
wealth as an older worker should not be compensated just because he 
is young. I think you ought to get paid for your contribution regard- 
less of age or sex or creed or color, or the area in which you make that 
contribution geographically. I think you get paid for what you do, 
and what you contribute, and your age and these other things should 
not in any way make you a second-class economic citizen. 

Certainly if young people are going to be able to dream about having 
a wer they have to begin to get the economic resources to make that 
possible. 

Senator Doveras. As a matter of fact, they have been getting mar- 
ried earlier and earlier; isn’t that true? 

Mr. Revurner. That is true. 

Senator Dovueias. So that whether or not the advice of these gentle- 
men is correct, and I don’t think it is correct, it is not being followed. 

Mr. Reutuer. Now, in 1938 when we enacted the Fair Labor Stand- 
ards Act, the average pay for workers in America was about 63 cents 
an hour. 

At that time we adopted the 40 cents an hour minimum wage. To- 
day the average wage is $1.85 an hour, or three times as great as it was 
in 1938. 

Now, if you were to make the minimum wage three times as great 
as it was in 1938 that would bring you up to $1.20 per hour. We throw 
in the 5 cents on top of that which ought to reflect the desire of the 
American people to narrow the economic gap between the low and high 
income groups. Certainly 5 cents worth of progress between the rela- 
tive economic position between the lowest income groups and those 
who are more favorably situated is a very small amount of progress to 
be asking, and yet that is exactly what it amounts to. 

If the average wage is three times as great today as it was in 1938, 
and three times 40 is $1.20, we believe that the 5 cents making $1.25 
is a very reasonable proposition. 

Now, I would like to point out that we ought to look at this thing 
in the broadest sense, because wages are not an absolute economic 
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value. You have got to really measure wages relative to the level of 
technology. What does a worker get in wages compared to what an 
hour’s work applied to modern technology will produce? Based upon 
the current level of American technology we believe that $1.25 an 
hour is a realistic figure. It is not a figure on the high side. Itisa 
figure on the conservative side, based upon the tremendous technologi- 
cal progress that we have made. 

We think the $1.25 figure reflects more nearly the economic facts 
of life that we have got to deal with in terms of our developing and 
expanding economy. and our tremendous technical and scientific 
progress. 

Now, you take automation. 

Senator Benper. Mr. Reuther, if 1 may interrupt just a moment: 
{ am wondering in the State of Michigan how many people are gettmg 
less than $1.25 an hour? Do you have any idea? 

Mr. Reuruer. Very, very few. The wage rates in Michigan are 
higher than the national average because there we have a very high 
percentage of workers engaged in the metal working industries, steel 
and auto and other types of industries. I don’t have right at my 
lingertips the average for Michigan. 

Senator Benper. How about Ohio, New York, and Pennsylvania? 
Are there many people who receive less than $1.25 an hour? 

Mr. ReutHer. I would think that the percentage would be very 
small, but we could give you specific figures on that. It would be a 
very small number of people, and that is why I said at the beginning, 
Senator Bender, that in suporting $1.25 an hour the CIO understands 
very clearly that very few of its members will be affected by that $1.25 
per hour minimum wage law, because our people get considerably more 
than that. But we are supporting the minimum wage of $1.25 an hour 
to help those people who are less fortunately situated than our mem- 
bers, although it will have some bearing in some of the soft goods 
industries organized by the CIO, such as textiles, clothing, and 
furniture. 

Senator DoueLas. Of course, there has been testimony that 

Mr. Reuruer. The average wage in Michigan is $2.13 an hour, I 
um told, and in Ohio $1.97. 

Senator Doveias. There has been testimony that in the coal centers 
of Pennsylvania where there is a very large amount of unemployment 
that there is a considerable number of workers—I suppose chiefly 
women—employed in low-wage textile and clothing industries. 

Mr. Reurner. That is right. I would say that the single important 
factor there that has depressed the wage is the amount of unemploy- 
ment in the coalfields and other related industries. 

Senator Dovenas. Which has forced the women to go out and work 
for very low wages. 

Mr. Revuruer. That is right. 

Senator Lenman. Isn’t it also a fact that, generally speaking, of 
course, there are exceptions to the rule in some industries the minimum 
wage becomes the actual maximum wage? 

Mr. Reuruer. That is right. 

Senator LEHMAN. Particularly those industries that are not organ- 
ized. 

Mr. Revuruer. It is precisely in those areas that the relief must be 
found, and it has to be found by the means of a minimum wage. 
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Senator Benper. Mr. Reuther, if a family of four needs a minimum 
wage of $2 an hour or $4,000 a year, as you indicated, to subsist. in 
modest circumstances, and if an increase in the minimum wage would 
aid our economy by expanding the purchasing power, why don’t you 
advocate a $2 minimum wage instead of $1.25? 

Senator Dovueias. Would the Senator from Ohio join me in sup- 
porting that ? 


Mr. Reutuer. I think that is a good question. I will try to give 
you an answer. 

Obviously we would favor a wage of $2 an hour because that gets 
more nearly in mind with what the BLS says is required for a family 
of four to keep them in those standards of decency and security which 
America ought to make possible for its families. We don’t think that 
the political facts of life are such that we can successfully get $2 per 
hour through Congress. We do think we can get $1.25. We hope you 
will join with us in that. 

Senator Doue.as. I would say, Mr. Reuther, in all probability your 
judgment of the political facts of life is correct. 

Senator BENDER. I am not an expert in politics. I am just a pedes- 
trian, and so I wouldn’t know anything about that. 

Mr. ReuTuer. Well, the political facts of life are quite apparent, if 
you will just look at the past history of the struggle to get social 
legislation through the United States Congress, and I hope that the 
day will come when we will have that degree of social conscience nec- 
essary in the political life of America that we can have a $2 per hour 
minimum wage. 

Senator Doveias. And while the lamp remains to burn the vilest 
sinner may return. 

Senator BENDER. Don’t you think President Eisenhower is about as 
conscious as any President can be of human rights ? 

Mr. Revutuer. I think in a philosophical and abstract way that is 
true, but I think the tragedy is that Mr. Eisenhower is never quite able 
to reflect this abstract philosophy in terms of social legislation, in 
terms of the needs of the people. 

You see that the tragedy is that we are not able to save the free world 
in the abstract. Weare going to save it in terms of the practical prob- 
lems, in terms of the hopes and aspirations and needs of people, and 
vou can philosophize all you want about wonderful human principles 
and human values, but the test is what are you willing to do about it in 
terms of the every-day problems of people. 

It is in that area that Mr. Eisenhower kind of falls short because his 
whole experience has been in another area of human activity other 
than dealing with this kind of problem. 

Senator Dove.as. Of course he has great problems in conducting 
this warm human sympathy of his through the medium of the Repub- 
lican Party with which he has to work. 

Senator Benper. I think the Republican Party traditionally and 
actively in legislatures in Northern States over the years has a good 
record of performance, and even here in Washington, and I would be 
glad some time when we have time to discuss the issue on the floor of 
the Senate with you. 

However, I want to say this: We haven’t had an increase in the 
minimum wage since 1949. We had 75 cents, and the fact is that 












































AMEND FAIR LABOR STANDARDS ACT OF 1938 325 


a 





President Eisenhower has come up with a minimum wage bill, even as 
inadequate as you indicate, at least he has come forward with a 90-cent 
proposal. 

Mr. Revuruer. Wouldn't you think at a time when we are talking 
about greater progress and splitting the atom, and when we know how 
to do so many things with machinery, that a 90-cent wage that will 
merely catch up with 75 cents in 1949 doesn’t catch up with our 
potential ? 

Mr. Eisenhower has great vision in certain areas, but in this area 
his vision is lacking. 

Senator Benper. A moment ago you discussed the political factors 
in Congress, and certainly that is reflected on both sides of the aisle, 
and that is your own testimony, so that Mr. Eisenhower is trying to be 
realistic in trying to suggest something that possibly we can have 
enacted by this Congress, and I am sure the public can appreciate where 
the opposition will come from even for 90 cents an hour. 

Mr. Revruer. Well, I think the essence of leadership is to lead, and 
certainly when Mr. Eisenhower comes forward with a timid 90-cent 
proposal—there are several Republicans who sponsored bills for a 
dollar, and $1.25—he is not leading in this case. He is way behind the 
parade, and you cannot lead by coming on the tail end of the parade. 

I think also that if Mr. Eisenhower would be willing to crack the 
political whip on this, as he did on the tax thing, a lot of Republicans 
could be ae to see the light on this thing, on the level of $1.25 an 
hour. 

Senator Benper. It is obvious that Mr. Eisenhower is not one of 
your favorite public officials. 

Mr. Revruer. You asked me a very simple question about whether 
I thought he was leading on this thing, and I am answering you 
honestly. He is not leading. He is way behind the parade on this 
thing. 

Senator Benver. Of course I disagree with your point of view, but 
I respect your opinion. 

Mr. Revuruer. Well, I am glad that you do because I think that is 
why there is great hope in America. 

As I was saying, this whole question of the level of wages is a rela- 
tive thing, relative to the development of our technology. ' 

Now, if you talk about the wage levels in Asia or Africa, you can 
understand why their wages are low, because their tools of production 
are very primitive. An hour’s work there will produce very little 
economic wealth, but an hour’s work in America, where we have got 
the tools of abundance, will create a great deal of wealth. Therefore, 
the level of wages has got to be measured based upon what an hour’s 
work will produce, and I say by those standards, take the economic 
tools of scarcity in Asia or in Africa, and then figure out what a worker 
gets for an hour’s wage, and then take the economic tools of abundance 
in America based upon our modern technology and measure the mini- 
mum wages against that, and I say there is a greater discrepancy in 
America than there isin Africa. That is the only way you can meas- 
ure the level of the wage, based upon the wealth that an hour’s work 
can create with the most advanced technology available. 

Senator Doveias. Mr. Reuther, may I ask a question: The advanced 
technology tends to be in the plants and industries which pay high 
wages. The plants which pay low wages tend to have antiquated 
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machinery, in many cases, and poor management, and, in general, are 
at a lower level of efficiency ; isn’t that true ? 

Mr. Revutuer. No, I don’t think that is generally true. First of all 
high wages provide a tremendous constructive and dynamic force that 
stimulates technological progress. When the General Motors Corp. 
decides to spend a billion dollars to automate their plants, they are 
not only motivated by the desire to create higher technology, they 
are trying to displace high labor costs. That is the reason for the 
greater pressure toward technological progress. That is why in a 
contract where they pay coolie wages there is no real economic 
incentive for technical progress because human power is cheaper than 
machine power. I don’t think you can make it a general statement 
that the low wage industries are the industries in which you cannot 
get greater technical progress. I think that greater technical progress 
is possible, and if you increase the wage levels of those industries you 
will find that that will provide a powerful economic incentive for 
management. I have tremendous faith in the ingenuity of American 
management within the framework of our free enterprise system. 

You give them the economic incentives, and it is amazing what they 
will be able to do in the way of finding means of increasing labor 
productivity by better machinery and by reducing unit costs of pro- 
duction. 

Senator Dovenas. I noticed that when I said the low-wage plants 
tended to be the plants with antiquated machinery, Mr. Barkin shook 
his head in dissent. I wonder if he has evidence about low wages 
in modern-equipped plants? 

Mr. Barkin. Yes, Senator, I think that generalization, that ap- 
proach, is a little out of date. 

Senator Doveras. I sometimes have been out of date, but I am 
trying hard to catch up. 

Mr. Barry, I assumed the question was a probing one rather than 
a statement of fact. 

You can study each one of the low-wage industries, and if the 
witnesses themselves from these industries don’t present it, we will 
furnish you supplementary data. The apparel industry, which is 
one of the low-wage industries, have the most advanced technology 
with respect to machinery, processes, and plants. 

Senator Doveras. For instance, there is mechanical cutting in 
work clothes, mechanical cutting of the parts in the making of cover- 
alls and overalls. 

Mr. Barkin. Correct. 

Senator Dovetas. Do you have mechanical cutting for cheap 
women’s clothes? 

Mr. Barkin. Completely. 


Senator Doveias. How many plies of material, for instance, will 
you cut? 


Mr. Barkin. You have three, four, five hundred ply, but that isn’t q 
the only index. . 
Senator Doveras. I am thinking of the kind of cutting which used 
to be skilled work in the production branch. 
Mr. Barxry. But the mass method of production and assembly, 
and the detailed distribution of work, all reflect the most advanced 
technology. 
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Senator Dovenas. Has the principle of the moving conveyor been 
carried into textiles / 

Mr. Barkin. To apparel and to textiles, and to lumber, and to food. 
Each one of these industries has reflected modern engineering, modern 
material handling, modern machinery, modern building. 

Senator Doueias. So the system of the moving conveyor, which, in 
cidentally, Mr. Reuther did not start in Detroit, but which started in 
Chicago in the packinghouses where a whole creature was dismem 
bered into a series of parts, as contrasted with the Detroit system where 
a series of parts was assembled into the creature, you say has now 
gone into soft goods ¢ 

Mr. Barkin. That iscorrect. The old method was the bundle meth- 
od. Wedon’t have as much of the bundle method now. 

Senator Lenman. I| have been impressed with the data I have re- 
ceived which show that in the first part of 1950 the national income 
was $219 billion, in the fourth quarter of 1954 it was 302 or 303 bil- 
lion dollars, or an increase of 38.4 percent. At the same time, the 
gross national product in the first quarter of 1950 was $265 billion, 
the fourth quarter of 1954 it was $362 billion, an increase of nearly 
37 percent. 

At the same time, the corporate profits after taxes from one period 
to another increased about 17 percent. 

The minimum wage, of course, has not increased at all in that period. 
Now it is proposed by the President to increase it to 90 cents an hour 
from 75 cents an hour, which represents exactly the increase in the 
cost of living. 

Now, that would seem to me to serve notice on those men and wom- 
en engaged in the low-wage industries that they can’t possibly hope 
to make any gain whatsoever in the future. It is the acceptance of 
a principle that the minimum wage is fixed on the basis of 1949 plus 
the increase in the living costs. Now, certainly the workers in the 
low-wage industries, as well as in all of our industries, have had a 
great part in increasing the national income nearly 40 percent, the 
gross national product about 37 percent, and the corporate profits, 
and they are entitled, it seems to me, to reasonable hope that as the 
prosperity of the country increases through their efforts they are 
going to get more than a fixed minimum based on the hourly minimum 
wage in 1949, plus the 14 percent, or the 15 percent, or whatever it 
may be, in the increased living costs. 

It would seem to me that if we accept 90 cents an hour, or anywhere 
near that figure, it would take away all incentive from the workers. 
and all recognition of the part that they have played in the economic 
development of this country. 

Mr. Revtruer. I would think that the economic future of. these 
groups would be very bleak and unpromising if we were to say that 
they were going to be frozen to the status quo as economic citizens, 
and that they, therefore, could not get a fuller share of the economic 
wealth that the country is producing, and makes possible now. 

The 90-cent theory just freezes them to the status quo. It does not 
facilitate any measure of progress. 

I think, Senator Lehman, that the other point is that this is not 
only a matter of injustice to the people involved: the economy needs 
the growth. The health and the well-being of the whole economy needs 
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the expansion of the purchasing power that economic progress by 
‘alsing Minimum wages reflects. 

Senator Benver. Well, if it is impossible for you to get $1.25 an 
hour, wouldn’t you accept $1.15 and then work toward $1.25? Don’t 
you think any improvement is worth while ? 

Mr. Revuruer. I would prefer to take the $1.25 and work for the 
$2 figure you threw out earlier. 

Senator Benper. Don’t you think it is some improvement, though, 
to increase the wage by even 1 percent or 2 percent?) Whatever the 
improvement is makes it better than what it is. 

Mr. Reuruer. I think it goes without saying that 90 cents is better 
than 75, but 90 cents does not reflect that measure of progress that we 
need in America. Therefore, we believe that the $1.25 figure is not 
excessive. We think that is the very minimum it ought to be to give 
people that measure the justice that they need, and to give the economy 
the reinforcement in terms of broadening the purchasing power base 
that it needs in terms of future growth. 

Senator Benper. Mr. Reuther, where is this minimum-wage legis- 
lation meeting the greatest resistance? Where is the most opposition 
to it coming from / 

Mr. Revuruer. It comes, I suppose, in the areas where the wages are 
the lowest. 

Senator Benper. Where is that ? 

Mr. Revutuer. I might say that some of the people that own the 
southern textile mills live in the North and exert great political in- 
fluence on people in the North. 

Senator Benper. Well, obviously you are referring to the South. 
That is, you suggest that possibly in the South is where you have the 
greatest resistance to any Increase in the minimum wage or legislation 
of this kind. 

Now, what are you doing as far as your organization is concerned 
in making inroads among the Democrats in the South and Democratic 
legislators where you are meeting the greatest resistance ¢ 

Mr. Reuruer. Well, to begin with, there are areas in the North 
that have depressed wage levels, and where there is resistance to higher 
minimum wages. With respect to the last part of your question, we 
are doing the best we can to organize the unorganized, in every part of 
the country, because we find that that is the most effective way to in- 
fluence the political point of view of the people who represent those 
areas of our country. 

When we get workers organized as economic citizens we also can 
influence their knowledge and their behavior as political citizens be- 
cause they begin to know that 2 times 2 is 4, and that is the beginning 
of political consciousness. 

Senator Dovetas. Let the record show that in the rollealls on the 
attempt to improve the Taft-Hartley law in 1949, that there was a 
very strong community of interest between a great many of our south- 
ern friends and the Republicans of the Midwest. That was a coalition. 
That has been the coalition which has largely, stopped progressive 
legislation in the United States during the last 16 years. 

Senator Benper. Let the record show, too, Mr. Chairman, that a 
majority of Republicans, as well as a majority of Democrats, voted 
for the Taft-Hartley law. A majority of the membership in both 
parties voted for that legislation. 
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Let the record show, too, that last year wher an effort was made to 
correct some of the inequities in the Taft-Hartley law the Democratic 
vote was unanimous against making any changes of any kind. 

Senator Dovetas. Let the record also show that the nucleus of the 
opposition to the Taft-Hartley law came from the Democrats of the 
North and the West along with a few good Republicans, some of whom 
have joined us since that date. 

Senator Lenman. Mr. Chairman, as you know I don’t very often 
disagree with Mr. Reuther, but I am not certain that I agree with the 
statement he made a few moments ago, that a 90-cent minimum wage 
is better than a 75-cent minimum wage. The reason I say I am not 
sure that he is right on that is because if we pass a law increasing it 
only from 75 cents to 90 cents we would be accepting a perfectly un- 
realistic and unfair principle that what we should do would be to 
freeze the wages in the low-wage industries at the unrealistic figure 
set in 1949 plus whatever the increased cost of living might be showing. 

Now, I personally think that that would be an acceptance of a 
wrong principle, and one that would be of great discouragement to 
the workers, and also fail to give them any incentive to participate to 
the utmost extent in developing the economy of this country, and cer- 
tainly it would not act as a stimulus to our economy, which needs 
stimulus from time to time. I think it may need it again before very 
long. 

Mr. Revurner. Senator, I don’t know that we are too far apart. I 
was answering an abstract question Senator Bender asked as to 
whether 90 cents was better than 75. If I were in a position where I 
was being asked to vote on 90 cents, if that was the choice, I would 
vote against it, and take my case to the people of America, and tell 
them why I voted against 90 cents, because I think it is wrong eco- 
nomically, and I think morally it is wrong, and that is why I ‘think 
it should be defeated, and the $1.25 figure ought to be the figure. 

Senator Leuman. I am glad to hear you say that. That is why I 
raise the question. I want to emphasize it. 

Senator Benner. In 1949, Mr. Reuther, I want to say that when 
my distinguished predecessor, the late great Senator Taft, proposed, 
I think, the 29 and 30 arhendments, you took the same position, you 
wanted all or nothing, and as a result you got nothing, and I am sure 
that is not desirable as far as the average worker is concerned. 

I am sure Senator Taft was sincere in making these proposals and 
I am sure that most of the proposals were beneficial to labor. 

Senator Dovetas. Well, before Mr. Reuther answers that, may i be 
permitted to make a comment? 

First. we were striving for a better law than the 29 proposals, which 
the Senator from Ohio made, and which he admitted in 1949 corrected 
29 defects in the original Taft-Hartley law. But we also did not want 
to anesthetize the moral consciousness of Americans by making them 
feel that these amendments removed the basic defects in the act. It is 
interesting that when the Republicans got control of Congress in 
1952, and held it in the last Congress, that they lost their enthusiasm 
for the 29 proposals which Senator Taft had advocated, and have 
retained very few of them. 

So it looks as though most of the enthusiasm for removing the de- 
fects in the Taft- Hartley Act came from the fear that if they—the 
Republicans—didn’t put these reforms into effect they would get 
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eater reforms. In other words, it was a grudging concession with- 

rawn when the pressure of the political forces lessened. 

Senator Benpver. But, Mr. Chairman, the fact of the matter is 
that a solid vote of the Democratic Senators was against any changes, ; 
and that great whopping majority we had on the Republican side i 
in the Senate, we had a majority minus 1, and in the House we had a 
majority of 4 or 3 most of the time. 

Senator Dovctas. Well, you had control of the committees, and 
the committees would not report out decent bills but instead reported 
out bills in some respects worse than the original Taft-Hartley Act, 

Senator Benper. You have control of the committees now. Lal us 
see what you do. 

Senator Dovetas. Well, we hope to get out a very good minimum 
wage. 

Senator Benprr. Let us see what you do. 

Senator Doue.as. We hope that you return to your earlier state of 
virtue and join us. 

I have always wanted to see you return to your pristine excellence. 

Senator Benner. My friend, I have never changed. I make mis- 
takes like you do on occasion. 

Senator Doveias. I make many. 

Senator Benper. However, I haven't changed my thinking, and I 
want to say this, and for the record, I come from a great industrial 
county. I was born and brought up there, and until recently I was 
Republican county chairman of my home county in Cleveland where 
you had your meeting recently, and for the 1,800 precinct committee- 
men who repeatedly elected me county chairman, 911 of them were 
members of either your organization or the A. F. of L. And they were 
Republicans. So wedo have many Republican members in my county, 
members of your organization or the A. F. of L. 

So we Republicans are not altogether as unholy as sometimes the 
jeadership in some of these organizations tries to make us appear. 

Mr. Reuruer. Senator Bender, I think you will recognize the fact 
that—just take the last session of Congress. Take the tax question. 
The Republicans were wrong. They were wrong in terms of giving 
95 percent of the tax relief to the big corporations, and the wealthy 
income families, and only 5 percent to the people who needed it. 

Senator Benner. I take issue with that. 

Mr. Revutruer. The facts are that General Motors 

Senator Benper. I am sure you honestly believe that. However, I 
ee with that, and I am sure realistically that isn’t what hap- 
pened. 

Mr. Revrurr. Well, the General Motors Corp., for example, and I 
don’t begrudge their making profits, they got a tax reduction just on 
the termination of the excess profits tax of around $219 million. 

Last year wages for GM workers came down 5 percent, that is the 
total wage bill was 5 percent less in 1954 than it was in 1953. General 
eee made 2 percent less production but made 34 percent greater 
profits. 

Why? Because of the Republican tax program which favored the 
big corporations, and wealthy income families. 

Now, when the President went on the television networks before the 
election and talked about the pensioners and the widows, and so forth, 
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General Motors got a bigger tax reduction than all of the widows and 
pensioners put together. ‘These are the facts. 

Senator Benper. But you don’t state all of the facts. 

Mr. Reuruer. When the President was pushing a housing program, 
and even though it was much less than Senator Taft eee and no 
one ever accused him of being a wild-eyed Fair Dealer, or New Dealer, 
even that program—— 

Senator Doveras. I want to correct this and say that no New Dealer 
is wild eyed. 

Mr. Revutuer. | will buy that. 

Yet when the President’s very inadequate and extremely conserv- 
ative housing program was before the United States Congress in 
the House, for every Republican vote for, there were two against, 
and yet the reverse was true of the Democrats. The Democrats gave 
much more support on housing than the Republicans. And what 
happens? It is all there to be seen. 

I? the American people really knew the economic and political 
facts of life, the Republican Party, unless it changed its basic char- 
cater, wouldn’t ever get in power. 

But the only reason you get in power is because you confuse enough 
people not knowing the facts. 

If you want to talk politics, I am willing to lay my papers aside 
and talk politics. I prefer to go on with my testimony. 

Senator Benper. However, I want to take issue with that. 

Mr. Reutuer. Did General Motors get a $219 million reduction? 

Senator Dovetas. I think Senator Bender should have the right to 
ask a question. I will defend his right to ask a question. 

Senator Benper. Our policy has never been confusion. We have 
tried to convince them. However, I want to say this, all you have 
to do is check back over the years, the record of the Republican Party. 
Our party was born to make men free, and we have improved the 
economy and the living standards of our people consistently. I am 
sure that occasionally you find a Republican who is a reactionary 
just like they have in the Democratic Party reactionary Democrats. 

I know I voted for the housing bill, and worked for it, and spoke 
for it consistently on the floor. I have always had the backing of 
labor until I voted for the Taft-Hartley law. I improved that law, 
took some of the vicious provisions out of that law, and ever since I 
voted for it you have had the Indian sign on my door. 

In any event, that makes no difference with me. I will go ahead 
and work with you to improve the standards of living of the average 
worker, in any event, irrespective of what your feeling is. No Re- 
publican has any virtue in the eyes of your organization. Not a 
single Republican was supported in my State by the CIO even though 
in your membership you have thousands of Republicans, and they 
don’t like it. 

Mr. Reuruer. We have supported Republicans, but I must say we 
find it more and more difficult finding Republicans to support. 

Senator Dovueias. The chairman suggests a mutual nonaggres- 
sion pact, and will not make political references if the Senator from 
Ohio will not. 

But if the Senator from Ohio wishes to go ahead, he may do so. 

Senator Benver. The Legislature in Ohio is predominantly Re- 
publican. Check their record on labor legislation in the last few 
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weeks, and I am sure you will feel that there are Republicans in Ohio 
who share your view. 

Mr. Revuruer. I personally think that there are Republicans who 
sincerely believe that we need essential social legislation, and these 
other things. I think the record will show that the majority of the 
Republicans do not feel that way. I think that is the argument I 
have. 

There are some Democrats who also, I think, are in the same 
category. 

If I might go on, Mr. Chairman, I would like to just for a minute 
point out that this question of minimum wages transcends just the 
matter of domestic economics. We are in a very serious world situ- 
ation, and I think that we are all conscious of the fact that the free 
world does face some very serious and threatening problems. 

I personally believe that. what we do about minimum wages can 
be a tremendous factor in making it possible for America to be the 
kind of symbol in the world that it needs to be. I think when people 
in Asia or Africa or Europe or other parts of the world hear about 
the automobile workers getting higher wages, they take that for 
granted, but the real test is what does the fellow at the lower rung 
of the economic ladder get? What does he get? What is the basic 
minimum standard of livelihood in America? That is the real test. 

And we have been saying for a long time that this struggle between 
freedom and tyranny, between democracy and communism, is not 
really a struggle for geography, it is a struggle for the hearts, the 
minds, and the loyalty of people. What we need in America more 
than anything else is a moral symbol to be the equivalent of the power 
of the H-bomb. We have got to become a symbol in the world where 
we just aren’t a symbol of physical power or economic wealth or 4 
productive capacity, and I say that what you do about minimum wages A 
will demonstrate in a tangible and effective way in the world that the i 
great productive power, the great economic wealth of America, will 
be reflected in terms of human values, in terms of living standards, 
in terms of human decency, and human happiness. That is why 
you can’t unrelate the question of minimum wages to this total strug- 
gle in the world between our free way of life and the forces of 
Communist tyranny. 

What you do about these things gives the people who go through- 
out the world representing us, the tools to work with. It gives them 
the kind of credentials that people will accept, because you can’t go to 
Asia and talk about these moral and human values and defend 75 
cents an hour, or 90 cents an hour, based upon our level of tech- 
nology. Because based upon our level of technology we need to do 
better than 90 cents an hour, and I say if we passed $1.25 an hour min- 
imum wages, and we gave it the extended coverage that we propose, 
we believe that that would create the kind of force in the world that 
we need to gain to push back the ugly forces of Communist tyranny. 

In Asia right now we are in trouble. We are in serious trouble 
because we are the wrong symbol. They think the H-bomb is our 
symbol. What we need to do is to create a moral symbol with equal 
potency. 

Senator Brenper. I take issue with that, Mr. Reuther. We are in 
trouble because of the kind of deals that we made enslaving millions 
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of people. When we had an opportunity to stand for morality we 
didn’t. 

Senator Dovenas. Well, I see the mutual nonaggression pact, if 
agreed to—I am not certam Senator Bender agreed to it—has now 
been voided. Since I am not a nonresistant I think I should reply to 
that. 

While it is true that perhaps a moral sanction was given to the 
occupation of Manchuria by the Communists, it is also true that if 
there had not been a Yalta the Communists would still have moved 
their troops into Manchuria and Korea because they had the troops 
available, and in all probability they would have taken all of Korea 
instead of half of Korea, and Manchuria. As far as Europe is con- 
cerned their armies were within 30 miles of Berlin. There was no 
vossible way of getting them out of eastern Europe, short of a third 
World War, which I am sure no one in America wanted at the time. 

Senator Benner. General Patton was held back from marching into 
Czechoslovakia. 

Senator Dovertas. And who was the commander-in-chief of the 
American Army at that time? 

Senator Benper. Harry Truman. 

Senator Doveras. No, I think General Eisenhower was, and I resent 
that charge against the general. 

Senator Benner. No, Harry Truman and Franklin Roosevelt were 
the Commanders in Chief. Mr. Eisenhower was a private in the 
ranks. He was a general, but he was taking orders. 

Senator Doveras. We are getting far afield from the minimum 
wage, but since the Senator from Ohio started this—— 

Senator Benpver. Mr. Reuther testified to our position in Asia. I 
can understand why people have the kind of feeling they have toward 
us when we permitted Poland to be enslaved, and Hungary and Bul- 
garia and Czechoslovakia and China. We had the force and the 
power. We were giving it to the Communists because they were our 
allies at the time, but we had the power to resist the wrong that was 
committed there, and we failed to exercise that power along American 
and moral lines. 

Senator Doveras. The’ meeting of the committee will recess for 5 
minutes and the chairman will make a reply off the record to the 
Senator from Ohio. 

(There was a discussion off the record.) 

Senator Doveras. The committee will resume its hearing. 

Mr. Reutuer. The point that I was making, Mr. Chairman, is that 
the tremendous technical progress that we have made has not been 
effectively reflected in terms of the basic living standards of all of 
the American people, and certainly the group of American families 
that are directly affected by the level of minimum wages have not 
shared in the fruits of modern technology. If you could just go 
through some of these factories where this automation process is 
coming in, you would then begin to see this tremendous gap. It is 
both an economic gap and a moral gap between the progress we have 
made in the physical sciences, and the lack of comparable progress 
in the human social sciences in the terms of living standards of our 
low income groups. 
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Up in Cleveland where we have the new big Ford engine plant 
where we knock out a huge Ford engine without a human hand touch- 
ing it in 14.6 minutes, this is going on. 

The CIO had an automation conference last week, and it was de- 
veloped that a radio plant in the East that used to employ 200 workers 
now has 2 workers, and with an automated assembly line 2 worke 
turn out a thousand radios in 8 hours. 

Senator Dovucias. What was the former production ? 

Mr. Reuruer. The 200 workers put out the same number. Now, 
you have 2 workers producing the same wealth that 200 workers used 
to produce. 

Now, this is happening not only in manufacturing, they are auto- 
mating the offices. As a matter of fact, the impact of automation 
will be felt greatly in the office field. 

All we are saying is that that level of technology has got to be an 
important and decisive factor in setting the level of minimum wage, 
because you can’t set a minimum wage in a vacuum, an economic or 
social vacuum. You have to set it in terms of these practical economic 
factors that we as a free people are confronted with, and based upon 
the development of our technology the increase in productivity per 
man-hour of work, we think that $1.25 per hour is a realistic approach 
to this problem. 

We lost last year roughly $30 billion in wealth that. we could have 
created if we had full employment, and the maximum utilization of 
our advanced technology. So when you begin to measure the waste 
in the economic field by unemployment or underemployment, or the 
failure to keep abreast with the developing technology, then you can 
see that $2 billion increase in minimum wages—and that is what the 
$1.25 would mean, really is insignificant compared to these broader 
economic considerations, 

Senator Benper. Mr. Reuther, you referred before to that 35 per- 
cent tax reduction for General Motors. Isn’t it a fact that that money 
went back into the improvement of the plants and the expansion of the 
plants, and provided more work for the people? Isn’t that the idea ¢ 
Wasn't that the thought back of these tax reductions ? 

Mr. Revurner. Obviously some of the money that is accumulated 
gets reinvested, and that is all necessary, but there is the point where 
you get an imbalance, where you expand the productive capacity faster 
than you expand the ability of people to consume that increased 
production. 

Senator Dovugias. That is at the prices charged ? 

Mr. Reurner. That is right. 

Senator Dovug.as. If the prices were reduced then the goods could 
be absorbed. 

Mr. Revtuer. But I think it ought to be clearly understood that 
when General Motors spends a billion dollars to modernize and auto- 
mate their plants that they will make a net saving on direct labor cost 
and indirect labor cost, because otherwise they wouldn’t do it. 

There has to be this economy because that is what they are trying to 
achieve. There has to be a net gain or otherwise they wouldn’t do it 
in the first place. 

Senator Benner. That is why we have a more serious farm problem 
all of the time because machines are taking the place of manpower, 
znd we have overproduction, and as a result of that we have to meet 
it as best we can. 
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Mr. Reuruer. We have on these charts here an illustration of what 
the 90 cents an hour minimum wage does compared to $1.25. The 90- 
cent figure, based upon the research that we Saeve done, would affect 
about 1,122,000 wage earners out of the 22 million, roughly, covered, 
or we would increase the payroll roughly three-tenths of a percent. 
In other words, the 90-cent minimum would increase the payroll of 
covered workers roughly three-tenths of 1 percent. That just is not 
enough improvement in the economic situation to give us the relief that 
we need. 

On the other hand, the $1.25 minimum would affect roughly 
4,436,000, or 20 percent, of the workers, and would increase the overall 
payroll 2.6 percent, or a $2 billion net increase in purchasing power, 
and that we believe is essential to give us the added push ahead that 
we need in this period. 

Senator Doue.as. Mr. Reuther, I have a lot of Scotch blood in me, 
and I am a little more cautious than you are. I wonder if you would 
state what the incréase would be at $1.10 and $1? 

Mr. Revutruer. I will ask Mr. Barkin, since he is at the charts. He 
has it broken down at each level. 

Mr. Barkin. Senator, at $1 there would be 1,825,000 as an outside 
estimate of the total number presently covered, which would be 8.3 
percent. This lower number is a correction which is the first correction. 

These dashes here are an indication that a second correction has to 
be made, which would reduce this sum very substantially. 

Senator Doveias. The other chart shows the increase in payroll ¢ 

Mr. Barkin. This is the payroll. At $1 it is an outside estimate of 
ix-tenths of 1 percent, and an inside estimate of one-half of 1 percent. 

For $1.10, 1.2 percent as an outside estimate, 1.1 percent as the 
inside estimate. 

Senator Dovetas. These are the direct increases / 

Mr. Barkin. That is correct. 

Senator Doveias. There probably would be indirect increases be- 
cause when you lift the minimum, then those above the minimum will 
want to maintain their differential; isn’t that true, in part? 

Mr. Barkin. Senator, we have dealt with that extensively, and show 
that the indirect effects are of a very minimal character in terms of 
past experience. 

One of our fact sheets which we have presented to you, Senator, 
which is fact sheet No. 9, deals with that problem extensively, and 
shows the effects above the minimum are rather minimal. 

Mr. Revutuer. Now, if you take the $2 billion increase which the 
$1.25 would make possible in terms of expanded purchasing power for 
the low-income groups, and try to find out how they would spend that 
mecreased income, you find that the major share would go for food 
which indicates the substandard diets that these low-income families 
now have. About $600 billion, roughly, of the increased purchasing 
power at a $1.25 minimum wage would go to food and certainly in 
terms of the farm problem that would be a tremendous contribution 
to the economic well-being of American farmers. 

Now, we are the only country in the world where having too much 
to. eat.1s.a-problem. Most of the world has a problem because they 
have too little to eat. Millions of American families are undernour- 
ished not because the American farmers have done a poor job. The 
American farmers have done a wonderful job, and we ought to all 
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thank God for the abundance that their hard work and their industry 
has made possible. But millions of families lack the purchasing 
power to buy the kind of adequate diets that are needed, and which 
the farmers in their abundance make possible. 

Six hundred million dollars would be money spent for better food, 
better balanced diets. 

Senator Dove ias. Mr. Reuther, may I interrupt to keep our record 
complete, because the record is frequently more important than any- 
thing else in a hearing? 

I wonder if Mr. Barkin could have these charts photostated so 
that they can be put into the record at this point ? 

Mr. Barkin. We will. 


CHART NO. | 
MAXIMUM NUMBER AND PERCENT OF COVERED EMPLOYEES 


AFFECTED BY HIGHER MINIMUM WAGE RATES 
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CHART NO. 2 


MAXIMUM ANNUAL INCREASE IN PAYROLL COST 
RESULTING FROM HIGHER MINIMUM WAGE RATES 
PER DOLLAR OF PAYROLL 
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CHART NO. 3 


DISPOSITION OF ADDITIONAL INCOME DERIVED FROM 
HIGHER MINIMUM WAGES BY FAMILIES OF AFFECTED WAGE EARNERS 
APRIL 1954 
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CHART NO. 4 


PERCENT INCREASES IN PER-FAMILY EXPENDITURES 


OVER SPENDING AT $1,500 INCOME 
AT HIGHER MINIMUM LEVELS 
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Senator Dove.ias. So that the discussion which you gave based 
upon them may become more intelligible. There is one comment 
that I would like to make in connection with this point that I raised 
about indirect effects. I will read from a bulletin of the United 
States Department of Labor, published in August 1954, when Mr. 
Mitchell was Secretary of Labor, entitled “Results of the Minimum 
Wage Increase of 1950.” 

On page 11 it is stated: 

In summary the short run wage impact of the 1950 minimum rate increase was 
greater on lower than on middle or higher pay rates, and in lower wage than 


in higher wage industries, regions, occupations, and plants. It therefore tended 
to narrow percent earnings diffierentials within industry, regional, and plant 
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wage structures, and between industries, regions, occupations, and plants. Lower 
wage units were everywhere brought closer to higher-wage ones percentagewise. 
In southern sawmilling and fertilizer, two industries substantially subject to 
the act, the indirect effects of the new minimum on nonsubject earnings was 
significant. 

Mr. Revurnuer. Now, the food item is the biggest item of the ex- 
panded purchasing power that would be available to lower income 
families. 

Then you move into textiles, home furnishings, appliances, and 
these are the very industries that need the economic shot in the arm, 
that need the greater purchasing power. Ultimately it piles up.to 
industries like the auto industry, because as our chart indicates, when 
you get a family income that breaks beyond the point where they are 
able to buy the bare necessities, and they are able to buy other things, 
they begin to enter the market for automobiles. 

Senator Doveras. Are these hypothetical figures, Mr. Reuther,, or 
are they based upon the study of family budgets by income levels? 

Mr. Barkin. These are built on our estimates which are set forth 
in our fact sheet 13. The basic data here are derived from the Bureau 
of Labor Statistics’ family studies. 

Senator Dovcias. As of what date? 

Mr. Barkin. The 1950-51 data, which is the latest basis on which 
we can build. 

Senator Dova.as. So these are based upon the actual behavior of 
expenditures, 1950-51, as income increased ? 

Mr. Revutuer. That is right. 

Mr. Barkin. Senator, the data underlying this has been thoroughly 
checked with the Bureau of Labor Statistics. 

Mr. Revruer. I think that these charts give you a graphic illus- 
tration of the impact of 2 billion dollars in terms of the total economy. 
It helps those areas of our economy which are in the greatest need 
for relief, farm, textiles, soft-goods industries, and ultimately gets 
down to helping basic industries such as auto. 

Now, the other thing that I would like to raise 

Senator Dovetas. It helps repayment of debt, too, does it not? 

Mr. Revruer. That is true as Mr. Barkin has just pointed out. 

The yellow block there indicates the area of debt, and the families 
would retire 222 million dollars of debt. 

Based upon the BLS, people under present minimums are going into 
debt about $174 a year. That means even with the low standards of 
living they are going into debt. 

Senator DovGuas. It has always been a paradox tome. All of these 
budgetary studies show that these groups are constantly going into 
debt. And that is true in budget studies at varying periods of time. 

The question is, do they ever get out of debt, and what happens to 
them if they keep getting deeper and deeper into debt? I don’t ex- 
pect you to answer that question, Mr. Reuther, because that is one of 
the unsolved paradoxes in these studies. 

Mr. Revruer. I think you get a social subsidy. 

Senator Doveras. It has also been a source of bewilderment to me. 

Mr. Revruer. I think this is a kind of social subsidy that these low 
wage industries get. They are riding on the backs of the public instead 
of paying workers a living wage. 

Senator Doveias. You mean they get it from their higher-paid 
relatives ? 
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Mr. Revruer. That is one way. The community carries part of the 
load. It is a public subsidy of these lower wage industries. 

Senator Nrety. May I make a comment off the record, Mr. Chair 
man ¢ 

(Discussion off the record.) 

Senator Neety. Mr. Reuther, recently the Congress increased the 
-alary of its members 50 pereent. I voted against that increase. 

Senator Doveas. So did I. 

Senator NeeLy. First, I thought that some were getting more than 
they were worth; second that this is not the time to increase the “un- 
balance” of the budget ; and, third, that we ought to begin to make our 
increases at the bottom instead of at the top. There are rumors to the 
effect that if the Congress passes a bill providing a minimum hourly 
wage of more than ninety cents, the President will veto it. In the 
circumstances, would you, as a great spokesman for labor, prefer that 
we compromise and provide what the President will approve, or take 
the chance of a veto by doing what we believe should be done / 

Mr. Reurier. Well, if I were in a position where I was being asked 
to make that decision, I would cast my vote for $1.25 and ask the peo- 
ple who would veto that to accept their responsibility before the 
American people for that action. 

Senator Nrety. In other words, you think that those who believe 

$1.25 should be the minimum wage should work for that consumma- 
tion regardless of veto threats? 

Mr. Revuruer. I think Congress should work for what is morally 
right without regard to the threat of the veto. 

Senator Neety. Thank you. 

Senator Benper. I would like to make a comment in connection with 
this Congressional raise. 

I think your organization advocated it as did every other labor or- 

ganization, as did many civic organizations, and practically every 
newspaper in the country ; is that correct ? 

Mr. Revuruer. That is correct, we supported the increase in con- 
gressional salaries because we thought that they were low. We 
thought the adjustment was justified. 

I would like to suggest that if any Congressman thinks $1.25 is too 
high, they ought to try supporting their family on it for the next 
year, and then come back and they will agree with us it ought to be $2 

Senator Benper. I don’t think any Congressman has indicated that 
tome. I haven’t heard that. 

Mr. Reuruer. I hope you are right. I hope this can be unanimous. 

Senator Benper. I want to commend you, too, for taking the stand 
you did on the matter before us yesterday in the Senate on the upper 
Colorado. The CIO supported that legislation. 

Senator Doveras. I think that was a great mistake, one of the worst 
mistakes that the CIO has ever made, and one of the worst mistakes 
that any administration has made. 

Senator Lenwan. Mr. Chairman, I am not going to argue that 
question. 

Mr. Revurner. That proves we are nonpartisan in making our 
mistakes. 

Senator Lenman. It seems to me that the experience we had during 
the great depression, the early thirties, is a strong argument in favor 
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of the thesis advanced by Mr. Reuther that the increase in minimum 
wage is necessary for the national economy in addition to satisfying 
a great social need. The volume of production, while it is highly 
important, is only one factor as far as I can see it, in the economy 
and prosperity of a country. 

I was pretty close to the depression because I had very considerable 
responsibilities in regard to coping with the terrific problems with 
which we were confronted. We never had the slightest idea—we 
would not have had the slightest idea of increasing production or 
maintaining production, whether that was of foodstuffs or manufac- 
tured commodities. Our great trouble was in the purchasing power 
of the people which was lacking at that time, and the result was that 
production inevitably had to be reduced because the factories couldn’t 
continue, the merchants couldn’t continue to pile up stocks. If we 
had had the increased purchasing power during the early years of 
the depression, as we dtained increased purchasing power at least 
to some extent in the later years of the 1930’s, we could have avoided 
a tremendous amount of heartaches and suffering in this country. 

Just one more word: The question was asked of Mr. Reuther 
whether he would favor compromising at $1.1214. I haven’t got the 
least idea what this Committee on Labor and Public Welfare, of 
which I am a member, will do, and I have certainly no idea what the 
Congress of the United States will do. But I very much hope that 
this committee will report out favorably a bill for $1.25, bring it to 
the floor, have it debated. The Congress of the United States is a 
great forum in which to make known to the people the facts of an 
issue. If we debate this issue, and show the Manbers of Congress, 
but particularly the American people, what is really involved here 
in connection with the welfare of the low-wage workers, and in con- 
nection with the total economy of the country, I think we will have 
made a very great gain and will not suppinely have accepted a freez- 
ing. of a minimum wage for the future on a completely unrealistic 

asis. 

Therefore, Mr. Chairman, you will hear me say this many times 
in the committee, but I very much hope we will be able to report out 
the bill for $1.25. 

Mr. Revutuer. Mr. Chairman, I would like to commend Senator 
Lehman for his bill S. 662, because I think it does reflect some very 
sound economics, and I think a very high sense of moral and social 
responsibility, and a very sound social philosopy. 

Senator Doveras. Which has always characterized the Senator 
from New York. 

Mr. Revruer. I would like to take a minute to talk about the cover- 
age. because that is very important. 

Now, in 1949: we lost ground on coverage. About 700,000 workers 
were eliminated from the coverage of the minimum wage act, and 
we think that the coverage is just as important as the level of the 
minimum wage itself, and that, therefore, we ought to expand and 
broaden the coverage within the maximum limits possible under the 
Constitution. 

Now, in 1953 in the fall, Secretary Mitchell came to the CIO con- 
vention and he developed in great detail his attitude on the minimum 
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wage. The convention was held in Cleveland, and he said in part, 
as follows, and I quote the Secretary of Labor: 

I do not believe that we have established the type of floor under our national 
wage structure that a prosperous America wants and must have if so substantial 
a number of our workingmen and workingwomen are without the safeguard 
of minimum wages. Not only is their position dangerously insecure, but as 
long as such a condition exists it imperils the economic status of those workers 
who are lucky enough to be covered by the law or are represented by strong 
unions in profitable industries. With almost two-thirds of working Americans 
unsupported by our minimum wage statute, the ability of too many of our people 
to save and buy the things they need and want is seriously impaired. 

Mr. Mitchell went on to say that we needed to realistically expand 
the coverage, and we are very disappointed that from the position 
he held in 1953 he has retreated a long way, because the recommenda- 
tion he made to your committee some days back falls far short of 
the commitments he made in 1953, and they fall far short of the basic 
needs in terms of coverage. 

Now, on the minimum wage question, like other matters of social 
progress, there are always going to be the men of little faith who say 
you can’t do it, it is impossible. These people have raised the same 
objections to every step forward, in the field of social legislation, in 
the field of collective Seuntindaen If you will go back through the 
history of our social legislation you will find that the same arguments 
were raised repeatedly by people who are opposed to social progress. 

What happened? Despite their dire forbodings we went ahead 
with the laws. We went ahead with the collective bargaining matters, 
and we continued to make unheard of social progress and economic 
progress, and what we need to tell these men of little faith is that 
America has in effect fashioned its greatness by doing what the men 
of little faith said was impossible. That is how we made progress 
in America, and it is a very encouraging thing. In the auto industry 
right now the major corporations with whom we are currently. bar- 
gaining are running full-page ads bragging about how wonderful the 
pension plans are, and what they mean in terms of security to their 
workers, and the ads would have the uninformed public believe that 
they pioneered on these pension plans. They have forgotten that only 
a few years back we had to work hard to get them to move on pensions. 

Senator Dovcias. Were there any strikes? 

Mr. Revruer. We had a 108-day strike at the Chrysler Corp. just 
to get the pension plan initiated, but we are very happy about the fact 
that while we are negotiating for the guaranteed annual wage today 
they are bragging about what we made them do yesterday. 

A few years from now they will be publishing ads on how they 
pioneered on the guaranteed anual wage, and we will be working on 
another front. 

The same thing is true on the minimum wage. There has been 
sone faith and progress in America that we have tried to do things 
that looked impossible. When you take the minimum wage question, 


this is not going to create a serious problem, actually it is going to 
contribute to the dynamics of our expanding economy. 

I believe that if you will really try to analyze what the essential 
motivating forces were that made for the great economic progress 
and expansion in America, you will find that the struggle for higher 
wages on the part of millions of American workers contributed a con- 
structive force in this effort to make greater progress. 
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We believe that economic incentives are a constructive economic 
motivating force, but we believe that it is just as constructive for 
millions of little people to try to get more as it is for the people on 
top of the economic structure to get more. I said to a group of indus- 
trialists in Detroit some time back, where I spoke, that it was very 
difficult for us to understand what kind of moral and mental gym- 
nastics you had to go through to arrive at the conclusion that if you 
made $400,000 a year, and you were striving to get $500,000 as a cor- 
porate executive, that that was economically sound and morally right, 
but if you were making $4,000 and were trying to get $5,000, that 
suddently threatened the very foundations of our free enterprise sys- 
tem and, of course, was morally wrong. 

The Wall Street Journal yesterday ran an editorial. They were 
against the guaranteed annual wage. They were against it for eco- 
nomic reasons. They said it would create a burden for industry, and 
dire economic problems. 

A recent editorial came out saying that they were opposed to the 

uaranteed annual wage on moral grounds, on spiritual grounds. 

hey said a guaranteed annual wage would destroy the spiritual fiber 
of the American people. They evidently work on the theory that if 
you get $500,000 a year your spiritual fiber is sufficiently reinforced 
that it wouldn’t be threatened, but if you make $4,000 or $5,000, and 
you want a guaranteed annual wage, you have to be very careful that 
you don’t destroy your spiritual values. 

This, of course, is a lot of nonsense. 

Senator Benner. Whose comment was that? 

Mr. Reutruer. A leading editorial in the Wall Street Journal last 
week, about a quarter of a page. 

It took them a long while to say this, but they said it. 

Senator Benner. Senator Douglas subscribed for me to that paper. 
I never did, but thanks to him I now get it regularly. 

Senator Doveras. I subscribed for Senator Bender so he might get 
the news comments, but not the editorial comment. The news com- 
ments of the Wall Street Journal are excellent. It is one of the fairest 
reporting journals in the world. I find its editorial comments at 
times sadly behind the times, and somewhat biased. 

Mr. Revruer. I share that point of view. 

Senator Dovetas. I want to say, since the Senator brought that up, 
I subscribed for him because I thought he needed to be brought up 
on facts, and I did not think he would be made much worse by the 
editorials. 

Mr. Revuruer. The point I am trying to make, Mr. Chairman, is 
that the people who were so worried about the impact of the minimum 
wage when we got to 40 cents raised the same arguments when we got 
to 75 cents. They raised the same arguments, and they were proven 
to be wrong in the past, and they will be proven to be wrong in the 
future. 

One dollar and twenty-five cents will not create serious economic 
problems. In fact, it will create great economic expansion and growth, 
and it will create great stability for our economy. 

Senator Benper. Mr. Reuther, you suggested something about the 


Secretary of Labor in his expanding coverage. Do you think that he 
pulled in his horns? 
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Mr. Revruer. I think he retreated from his bold and realistic posi- 
tion as set forth in the address before the CIO convention in 1953, 
and that his present proposal is a timid approach compared to his 

bold and realistic approach in 1953. 

Senator Benver. He is advocating that there should be expanded 
coverage, as far as industrial agriculture is concerned and retail 
lishments doing business in five or more outlets. 

Mr. Revrnuer. But he is exempting them from the 40-hour week. 
He is not proposing agriculture, it is retail primarily. 

Senator Benper. I ‘thought industrial agriculture, too. 

Mr. Revrner. No; it is retail and he does it on the basis that you 
have to have multistate chain stores. 

We think that his approach is not only inadequate, it is unrealistic 
as a practical matter. 

Senator Benper. How much coverage would you ask for? 

Mr. Revruer. We suRpers the broad cover age as outlined in the 
proposal that Senator Lehman has advanced, his 8. 662. We think 
that that is a realistic and sound approach to the problem of cov erage. 

Now, this question of coverage 1s dealt with very well here in this 
recent article in America, which is one of the leading Catholic periodi- 
cals. 

Senator DovueLas. One of the finest journals in the United States. 

Mr. Revutruer. That is right. I think it reflects a very enlightened 
social and moral point of view. 

Father Masse writes an article in here, and I just want to quote one 
short paragraph. It states: 


estab- 


The Government's duty is to maintain a state of fair competition in the 
marketplace. For the employer who achieves low costs by paying substandard 
wages tends to turn the marketplace into a jungle in which human values count 
for very little. 

Now, we believe that competition is an essential part of our free 
enterprise system, and we are in favor of competition. We think 
competition has been an important force making for progress in 
America, but we say that competition that is based upon sweatshop 
wages, competition based upon the inhuman exploitation of workers, 
based upon substandard wages, that that kind of competition is 
socially destructive, it is morally wrong, and it is economically wrong. 

Senator Dovetas. In other words, you would fix moral minima 
which are guaranteed / 

Mr. Revurnuer. That is right. 

Senator Doveias. And then have competition above that in ef- 
ficiency and price ¢ 

Mr. Reuruer. Let us have competition in terms of positive things 
instead of negative things. Let competition reflect better technology, 
better product design, better management, better efficiency, better 
marketing techniques, and so forth, and not because one company 
sweats its workers and pays them substandard wages. 

Now, we had a letter that maybe you have seen. It is from the 
little town of Pelahatchie, in which the mayor is writing a company 
trying to entice them to move their plant from Connecticut to this 
small town in Mississippi. Let me read a couple of paragraphs. 
It says: 


Then our wonderful labor, 98 percent native born, mostly high school graduates, 
will lower average hourly industrial wage rates 6 cents to 49 cents below other 
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Southern States, and from 50 cents to 95 cents below Northern States. You 
will also get a much higher average man production, some plants even getting 
double what they get in their northern plants. This labor is truly American, not 
inflicted with the “Something for Nothing” idea, and works together joyously 
with management for the success of both. 

Senator Benver. I am sure glad that mayor isn’t a Republican. 

Mr. ReurHer. On that one I say amen to you. On that one we 
are absolutely together. 

Senator Dovetas. I would say he is probably a crypto-Republican. 

Mr. Revruer. It just so happens he is working with people who 
block the social progress in this country. 

Then they go on here in this letter to talk about how they will 
build the factory, give them tax-free property for 99 years. 

Now, I ask anyone is this the kind of competition that made America 
great? Isthisthe kind of competition that made it possible for Amer- 
ica to open up whole new economic frontiers, raise living standards, 
develop technology? No, this is the kind of competition that will 
block progress in America, because it is based not upon the prospective 
economic factors of growth and progress, but it is based upon the 
negative factors of exploiting human labor. 

Senator Doveras. Mr. Reuther, may I ask a detailed question on 
coverage? 

I have just been reviewing the reductions in coverage effected by 
the 1949 amendments in comparative sheets which we have here, and 
I find that the exemptions were roughly in these groups: Lumbering 
operations, where fewer than 12 were employed ; telephone exchange— 
the exemption was raised from 500 to 750 exchanges—and the service 
trades. 

Now, these are occupations which in the main are not mechanized, 
and the question is whether you can get the increase in efficiency that 
you suggest if you were to expand coverage as you advocate, and, 
therefore, whether an increase to $1.25 would not be a terrifically 
heavy burden for these hand industries to absorb? 

Mr. Revruer. Well, let us start with the telephone group. That 
was one of the areas that was brought out. 

eronaaa Dovetas. I think you have chosen your strongest point 
there. 

Mr. Revuruer. Well, I will start there and wind up with what you 
might call a weak point, so you cannot say I am taking advantage of 
you. 

Senator Doveras. I just meant I was aware you were making your 
strongest gambit on the board. 

Mr. Revutruer. Very good. 

The telephone industry is an industry in which the whole technologi- 
cal progress is moving forward very rapidly. In Detroit now we have 
the new dialing system where you can sit down and dial any number 
in the country. 

Senator Dovetas. Of course, in the small exchanges that is not car- 
ried out. 

Mr. Reurner. But when you have an exchange of 750 people you 
do not have a small exchange; you have a big exchange. 

Senator Dovetas. It used to be 500. 

Mr. Reuruer. That is right. 

Now, this technological progress: What happens is you dial the 
number, and the electric brain then decides which route, which trunk- 
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line is the shortest route. It automatically makes the connection. It 
not only makes the connection, it also records the length of your con- 
versation, and automatically bills you for that telephone call. 

So there has been a tremendous technological rev oluti ion in the tele- 
phone industry. This will ultimately have an impact upon almost 
every exchange excepting maybe an exchange with one operator, or 
at some small crossroad station. So that in the te lephone industry 
there is no justification for excluding that group from the coverage. 

In the retail industry you check ‘and find out what is h: appening 
their whole process of ‘billing people, and their bookkeeping behind 
that process is being revolutionized. There are tremendous techno- 
logical improvements in the retail field. In the lumber industry, the 
same thing is true. There are tremendous technical developments in 
the lumber industry which are increasing the productivity per man- 
hour and reducing the costs. 

Canning is another industry in which there is great technical prog- 
ress being made. 

That question, Senator Douglas, leads to the next point I would like 
to make, and then I would like to conclude so that Mr. Barkin can 
put his material in the record, and you might want to ask him some 
technical questions. 

Now, one of the problems that is raised, one of the questions that 
is raised, is that if you have this broad coverage that we have pro- 
posed 

Senator Doveras. You haven't yet answered regarding the service 
industries, have you ? 

Mr. Reuruer. The same thing is true there. 

You will find that there is technical progress being made. While 
it is not as great in some of the other industries, that progress is being 
made in those industries. Laundries are a good example. Mr. Barkin 
could give you figures and facts on that, where the mechanization, the 
whole process is going forward, so that the productivity per employee 
in those industries is being i increased a great deal, which means they 

can pay higher wages without reflecting | that in terms of higher costs 
for that type of service. 

But supposing that there are some limited areas of the problem 
where there has to be a price increase? I say a price that can be 
justified only by substandard wages to the people performing that 
service, or making possible that “goods, cannot be defended either 
by the laws of economics or by the standards of mor: ality of our free 
society, and, therefore, we ought to raise the price because otherwise 
we are asking people to have substandard livi ing in order to subsidize 
the things that they make that we want. 

I say ‘that you cannot defend that. The price increase, we believe, 
will not be large. Even in those areas where it must follow, you can 
justify it both economically and morally because we think you can- 
not defend the continuation of substandards of living. 

Therefore, Mr. Chairman, I would like to urge sincerely that you 
give very sympathetic consideration to our proposal for $1.25, and 
for the extended coverage, because we believe that it will be a great 
improvement in terms of social justice, and do a great deal toward 
strengthening the whole American economy, in terms of broadening 
the purchasing power base among those millions of families where 
the greatest need is here. 


62569—55—pt. 1——_23 
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Now, the other day you and many other distinguished members 
of the U. S. Senate took the opportunity of saying some wonderful 
things about a great American who has departed, and it was, I think, 
a wonderful tribute on the anniversary of his death that it was an- 
nounced that we had made what is the first step forward in solving 
this great plague, polio, and when people were honoring Franklin 
Roosevelt for his contributions in one of the most trying periods of 
American history, I think that they were really giving him the honor 
and the respect that he had earned, and I think that when we are 
considering the minimum wage it would be well for people to re- 
member a few words that he said at the time that he made the first 
step in this area of our economic life. 

Franklin Roosevelt said : 

The test of our progress is not whether we add more to the abundance of 

those who have much; it is whether we provide enough for those that have too 
little. 
That is really what the minimum wage is all about. That is really 
the area in which America must judge its social consciousness and 
its economic progress—not whether we make the people who already 
have more than they need have even more, but whether we provide 
for the millions of American families who lack adequate purchasing 
power, who are living currently on standards of living that are far 
below what are necessary for human decency and human happiness. 
Therefore, I urge that in the spirit of these words of Franklin 
Roosevelt you give careful and sympathetic consideration to our 
proposal for $1.25 and for the extended coverage. 

Senator Doveias. Thank you very much, Mr. Reuther. 

Mr. Revruer. Thank you. 

Senator Dovceias. Mr. Barkin, did you have supplementary ma- 
terial ? 

Mr. Barty. Yes, I shall not present the material in any detail. 


STATEMENT OF SOLOMON BARKIN, CHAIRMAN, CIO COMMITTEE 
ON FAIR LABOR STANDARDS 


Mr. Barxry. May I ask that my statement and exhibits and fact 
sheets be included in the record as support of our testimony, and 
we shall furnish you with photostatic copies of these charts for in- 
clusion in the record. 

Senator Dovuetas. Thank you very much. 

(The material referred to is as follows :) 


STATEMENT OF SOLOMON BARKIN, CHAIRMAN, CIO FAIR LABOR 
STANDARDS COMMITTEE IN SUPPORT OF AMENDMENTS TO THE 
FAIR LABOR STANDARDS ACT 


The enactment of a reasonable minimum of $1.25 per hour under the Federal 
Fair Labor Standards Act is imperative at this session of Congress. The rapid 
changes that have occurred since 1950 have rendered the 75-cent-per-hour rate 
completely obsolete. 

We urge the broadening of the coverage of the act and the elimination of the 
exemptions to embrace 614 million people as provided under S. 662. 

This is a matter of real urgency. We seek the adoption of a modern minimum 
to eliminate low wage rates so that we may alleviate the human misery and 
su@®ring and major social costs attendant upon the continued existence of sub- 
standard pay. A more adequate minimum would provide a sound underpinning 
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to the present high level of employment and contribute toward closing the gap 
toward full employment. The current uneasiness concerning the economic 
future of the second half of the year would be considerably relieved by the boost 
in buying power provided by the adoption of the higher minimum. 

The causes of substandard wages are basically rooted in our economic organ- 
ization and not in the individual. Competitive forces in some industries prevent 
the vast majority of employers from raising rates to levels which the industry 
could afford. The fringe in those industries is exploiting their labor force and 
resisting all efforts at paying decent wages. We learned this lesson during the 
days of the National Industrial Recovery Act. We have seen this very same 
thing happen as a result of the resistance by some employers to the prevailing 
minimum wages under the Walsh-Healey Act. Limited as the administrator 
is under this act to finding prevailing rates for specific industries rather than 
establishing new floors, as is the objective of the present legislation, he still 
encounters opposition from the “bitter-enders” who want no truck with advance. 
It is agreed, born out of unwillingness to share the benefits of productivity, eco- 
nomic progress and profits of enterprise. 

In the absence of effective, independent industrywide collective bargaining 
in these areas, improvements in labor standards and wages are difficult if not 
impossible to achieve. Each employer eyes his competitor. Many illustrations 
of these conditions which inhibit the payment of decent wages will be paraded 
before you by spokesmen of specific industries such as food, apparel, textiles, 
lumber and some of the nonmanufacturing groups. 

The very conservatism which exhibits itself in resistance to higher minimum 
wages often reflects a managerial inertia which impedes industrial progress. 
Some low-wage plants in this country are operated in a slovenly manner. What 
we find in our collective bargaining negotiations we have found duplicated in 
our past experience with the operation of the minimum wage. The increase in 
the minimum stimulates management and, of course, makes for a better worker. 
Ultimately, the effects on cost are minimal or nonexistent and society as a whole 
benefits from a more productive industry. We also know of highly efficient and 
often new plants, operated according to the most advanced lines of managerial 
proticiency and with young, high-school-educated personnel which have taken 
advantage of the low minimum to continue to pay substandard rates. 

Our country has paraded our industrial know-how before the world. We have 
proclaimed that our economic society is built upon the practice of increasing 
productivity and sharing the benefits with the people through higher wages. 
In that manner, the mass buying power is created and sustained for the high 
levels of employment which we have enjoyed. Yet we have continued to protect, 
if not even to preserve, a whole segment of economic outcasts in these low-wage 
industries. They are beyond the American pale. They are not enjoying the 
benefits obtained by the mass of American workers because they have been neg- 
lected. These workers have been beaten down in the efforts to organize. These 
industries stand out as a rebuke to our rights to leadership among the nations of 
the world. We have not enforced the elementary principles of our creed within 
our own Nation. We have allowed economic power to repress millions of work- 
ers and deprive them of the benefits of our industrial civilization. 

Injury has been done not only to these persons in low-wage industries, but 
also to the Nation itself. We, as a country, and particularly our local com- 
munities, have established a special “welfare economy” for the low-wage in- 
dustries. The public and Government is subsidizing these laggard employers, 
either through direct grants or through the high cost of the social and human 
neglect created by low wages. We know the huge public costs of social problems 
and challenges such as juvenile delinquency clustering in areas peopled by low- 
wage earners. The rejection rates among the low-income groups during the 
draft became a national challenge. Low incomes stunt or debilitate the individ- 
ual. Ambition is frustrated and morale is destroyed. Communities with heavy 
concentrations of low-wage earners lose the ability to pay taxes and grow 
normally. 

If we believe in the philosophy we proselytize abroad, of high productivity and 
sharing the benefits through high wages, we must implement it at home through 
higher wages. The old apology for low wages as necessary to help build up 
underdeveloped areas, if it ever had merit, is no longer sound in this country. 
The so-called underdeveloped areas have grown rapidly during the last 10 years. 
The start up the economic ladder that has been made has enabled them in this 
period to attract some high-wage industries into their areas. We now have a 
true national economy and there must be a real national wage. 
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Unlike President Eisenhower, we believe that the higher Federal minimum 
wage attacks a fundamental cause of poverty in the United States. It prevents 
the unscrupulous employers from repressing human beings. Entire industries, 
particularly unorganized or very poorly organized industries, are required to 
raise their pay scales more nearly in line with the workers’ deserts and the 
Nation’s advances. It stimulates laggard employers to improve their perform- 
ance and operations and provides an incentive to the worker for further 
advancement. 

President Walther Reuther has outlined the CIO position and many basic 
reasons for the modernization of the act to $1.25. It is my responsibility to 
present the technical material assembled in support of this proposal and to 
comment on the specific provisions of S. 662, which we believe should be the 
basis for your committee’s action. 

We are attaching a series of fact sheets, developed by the CIO Fair Labor 
Standards Committee, the basic documentation for our case. Additional reports 
on other phases of the problem are being made available and will be furnished 
you during these deliberations. We have attempted to assemble the basic ma- 
terial for sound action particularly since, unlike previous years, the burden of 
preparation must fall almost exclusively upon the trade union movement rather 
than being shared by the Government. 





I. THE PRESENT MINIMUM WAGE Is Now ORBSOLETZ AND MODERNIZATION OF THE 
Act Is ESSENTIAL 






































In the discussion of the revision of the Fair Labor Standards Act of 1949, there 
is virtually no disagreement on one conclusion, namely, that the present minimum 
of 75 cents is obsolete.The 75 cents has no tangible effect upon the current wage 
schedule and is tantamount to the absence of legislation. Conditions have ad- 
vanced beyond this level. The present administration finally recommended a 
90-cent minimum. We believe this amount to be inadequate. 

We urge the universal $1.25 minimum not because it will eliminate all forms 
of substandard wages, but because it is a step toward the eradication of the worst 
forms of underpayment, discrimination and exploitation of the bargaining weak- 
nesses of groups of American workers. Every objective analysis of the wage 
problems of 1955 demonstrates the validity of the goal we have set in seeking 
the $1.25 minimum. 


Estimated effects of the higher minimum 

Our estimates indicate that of the 22,200,000 persons presently covered by the 
act, some four million workers would be affected by a $1.25 minimum. With an 
increase in payroll of less than 2.4 percent, or $1,890,000,000. In contrast, the 90- 
cent minimum would affect hardly 1 million workers or less than 4.6 percent of the 
covered workers and produce raises of $180,000,000, or less than 0.2 of 1 percent 
of the payroll. A $1 minimum would affect less than 1,600,000 workers, who 
comprise 7.3 percent of the employees and cost $430,000,000 or six-tenths of 1 
percent of the total payroll. A $1.10 minimum would affect less than 2,500,000 
workers comprising less than 11.6 percent of the work force and increase payrolls 
by $870,000,000 or 1.1 percent. 

We are submitting in fact sheet No. 12 a complete enumeration of the calcula- 
tions upon which these conclusions have been obtained. We believe that the 
above estimates overstate the direct impact of the minimum. They are derived 
primarily from a series of studies made by the Bureau of Labor Statistics. As 
indicated in fact sheet No. 12, the above figures allow for only one basic correc- 
tion in the BLS figures, viz, for the elimination of apprentices, beginners, handi- 
capped workers and uncovered workers exempt from the minimum, and cases of 
noncompliance, as revealed in prior studies by the BLS (fact sheet No. 12, pp. 3-4 
and appendix table 2). 

The following additional adjustments would have to be made and we are 
assembling data for the purpose of making further adjustments: 

(1) The discrepancy between the distribution of earnings reported by the BLS 
in its basic study entitled “Wage Distribution for Factory Workers, April 1954,” 
based on 4,000 plants and its individual industry studies of straight-time earnings 
and the average hourly earnings published monthly from payroll reports of 
44,100 plants. After correcting the latter for overtime and the payments for 
shift differential and extra pay for weekends and holidays, there is still a dis- 
crepancy of 5 cents per hour. The BLS special study shows a straight-time 
average for all manufacturing of $1.68 for April 1954 whereas the regular 
monthly report, after correction for overtime, shows an average of $1.75 and 
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after the special allowances for night shift premium, etc., an average of $1.73, 
which is still 5 cents higher than shown on the report on distributions. This 
discrepancy prevails for each region (fact sheet No. 12, table 1 and appendix 
table 1). 

The discrepancy is also found in the individual industry surveys for which 
comparisons are possible. Here the difference between the straight-time average 
hourly earnings and the adjusted average hourly earnings range up to 15 cents 
per hour (fact sheet No. 12, appendix table 3). This correction would con- 
stitute a major one and would result in substantial reductions in the estimates 
of the effect of the higher minima. 

(2) The law permits employers to count shift differentials in determining 
compliance with the statutory minimum. Therefore, in calculating the impact 
of a new minimum the earnings inclusive of shift differentials would have to be 
considered. 

(3) Another factor which would reduce the impact has been the increases in 
average hourly earnings since April 1954 upon which the preceding figures were 
constructed. Gross average hourly earnings were then $1.80 and in February 
1955 they were $1.85 for manufacturing workers. The increases in the durable 
goods industry average was 6 cents per hour and for nondurable goods industries, 
3 cents; for nonmanufacturing industries, the following increases occurred in 
average hourly earnings between April 1954 and January 1955; Metal mining, 7 
cents; petroleum and natural gas, 5 cents; nonmetallic mining and quarrying, 
3 cents; telephone, 6 cents; telegraph, 6 cents; gas and electric utilities, 9 cents; 
wholesale trade, 5 cents; retail trade, 5 cents. 

The basic reason for the differences among the various BLS reports is that 
they are not compiled for the purposes of these hearings and require specific 
adjustment to make them truly relevant. Again, as soon as these factors have 
been adequately studied we shall submit our own conclusions as to the degree to 
which the present estimates have overstated the adjustments needed to effectuate 
higher minimum wage rates. 


Reasons for higher minimum 


Modernization of the minimum rate is imperative. The 1949 revision of the 
act was itself a compromise measure which the House Committee on Education 
and Labor characterized as “inadequate.” The cost of living has since risen; 
national productivity has been improved; the general level of wages is measur- 
ably higher; the minimum wages in union contracts are far above the 75 cents 
and exceed $1.25 in major industries; the minimum required for decent living is 
far above the current minimum; our national income has risen significantly. 
These facts place upon Congress the obligation to raise the minimum from the 
present level. 

1. The cost of living has risen from January 1950 by some 14 percent. But 
in addition an allowance must be made for the fact that the rate of increase for 
the lowest income groups far exceeds that for the middle income group on 
which current figures are founded. A previous study showed that the ratio is 
approximately 1.4 percent increase for the lowest income group for each 1 per- 
cent rise in the middle income groups. The addition of a margin allowing for 
this difference has been some 18 percent. (See CIO Fair Labor Standards Com- 
mittee Fact Sheet No. 1.) 

2. The available evidence, moreover, indicates a rise in the rate of produc- 
tivity in the national economy since 1949 of some 19 percent. (CIO Fair Labor 
Standards Committee Fact Sheet No. 1.) 

3. The cumulative effect of the cost of living and the growth in the national 
productivity would in themselves justify a rise in the Federal minimum wage by 
42 percent, or to at least $1.06. 

4. Actual average hourly earnings of production workers in manufacturing 
industries has risen from $1.418 in January 1950 to $1.85 in February 1954, a gain 
of 43 cents. 

5. The basic wages in American industries under union contracts have been 
raised directly by sums ranging from 38.5 cents to 52.5 cents. In addition, incen- 
tive earnings have been liberalized. Moreover, additional funds have been 
granted to eliminate inequities and to standardize the wage patterns; in addi- 
tion various fringe benefits have been negotiated which are not reflected in these 
sums. The substandard workers have enjoyed few of these benefits. (CIO Fair 
Standards Committee Fact Sheet No. 1, table I.) 

6. The minimum wages prescribed in union contacts far exceed 75 cents, rang- 
ing from $1.21 in the woolen and worsted textile industry to $1.75 in the automo- 
bile industry. 
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7. Decent living standards in the United States demand substantial improve- 
ments in the minimum. In the declaration of policy in the act, the Congress stated 
that “labor conditions (low wages) detrimental to the maintenance of the mini- 
mum standard of living necessary for health, efficiency and general well-being 
of workers” should be eliminated as rapidly as possible. The Congress intended 
that the goal of the wage and hour law should be a wage sufficient to guarantee 
to workers a standard of living that would enable them to live in health, to work 
efficiently and to prepare their families for the responsibilities of citizenship. 
It is therefore important for us to determine precisely what the monetary 
equivalents for these goals would be. 

A currently revised estimate of the Works Progress Administration budget 
for a family of four indicates that the annual cost would be $2,430, which on the 
assumption of a 2,000 hours-of-work per year would require a minimum rate of 
$1.22. The budget developed by the United States Department of Labor at the 
behest of the Congress, entitled a “City Worker’s Family Budget,” would cost be- 
tween $3,812 and $4,454 for the 34 cities in which it had been priced in October 
1951. Again on the assumption of a 2,000-hour year, it would require a minimum 
rate of $1.91 to earn enough to meet the lowest budget figure ($3,812 for New 
Orleans). Prices have since risen about 2 percent so that in terms of current 
earnings it would be $1.95. Neither of these budgets provides for Federal or 
State income taxes. 

Finally, the adequacy of the minimum wage can be measured against the costs 
of a “minimum adequate maintenance and protection of health budget”? measured 
by a number of State departments for a working woman living with her family. 
The cost in New York State in September 1954 was $2,488 or $1.25 per hour 
(inclusive of taxes). Comparable, though not identical budgets for Arizona for 
February 1954, shows an annual cost of $2,312; for the District of Columbia for 
May 1953, $2,209 and for the State of Washington for May 1952, $2,664. 

These budget data indicate that the $1.25 minimum is hardly adequate to 
eliminate substandard wages for a family completely dependent upon the income 
of one person. It explains why supplementary earnings from other members of 
the family would have to be obtained in order to eke out even the most modest 
living. The present proposal would, therefore, be most modest in terms of these 
measures. 

8. The gross national product and income have risen markedly during this 
period. Gross national product has risen from $257 billion in 1950 to $369 bil- 
lion in the first quarter of 1955, a rise of 43 percent. Our disposable national 

income has grown in the same period from $188 million to $260 million or 39 
percent. 

9. Another criterion for the determination of the level at which the new 
minimum should be set would be a change which would affect a comparable 
proportion of workers in the current legislation as that contemplated in the 
original act in 1938. Certainly, we have the evidence that that adjustment was 
easily absorbed. A similar adjustment could be contemplated with equal con- 
fidence of success. In 1938, 12.9 percent of the covered workers were receiving 
less than 40 cents per hour. Among the manufacturing workers, 18 percent 
were below 40 cents per hour. If we would apply the same percentages to the 
current distribution, we would get a figure between $1.10 and $1.25, or approxi- 
mately $1.20 per hour. As we indicated, the $1.10 would affect 11.6 percent and 

the $1.25, 18.5 percent, without adjustments for 3 factors of the discrepancy 
in averages between BLS distributions and monthly reports, the shift differen- 
tials and the wage increases subsequent to April 1954. (CIO Fair Labor Stand- 
ards Committee Fact Sheet No. 12.) 

The above 9 criteria suggest that the $1.25 minimum is an appropriate and 
modest step toward realizing the goal of establishing a fair guaranteed national 
minimum rate. It is an absolute fall-back rate for the national economy to 
prevent a downward spiral of rates in unorganized plants and those unionized 
plants which would be competitively affected by a ruthless wage cutting program 
initiated in unorganized plants. Unless we have such a floor, our entire economy 
might well be rocked by the cruel action of individual employers. 

There is widespread endorsement of the $1.25 rate. Congressmen, governors, 
local community officials, labor, church, civic and business organizations, and 
individuals have endorsed the proposal. We believe that it should be recom- 
mended by your committee to the Senate of the United States. 
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II. A NATIONAL UNIFORM Fixep MINIMUM Is IMPERATIVE 


The $1.25 minimum must be a single national rate applicable to all areas and 
industries except for the handicapped, learners, and apprentices, for which special 
regulations are provided in the act. The original act followed this principle 
when it declared in section 8 (c) that “no classification shall be made, and no 
iiinimum age rate shall be fixed, solely on a regional basis.” 

Regional differentials are unjustified as there are no distinct differences in 
living costs by region or size of community. The differences in costs of living 
among cities in the same regions are greater or as great as differences among 
regions. Variations in living costs among Cities of the same size are greater 
than between large and small cities. In the spread of suburban communities 
throughout the United States and the proliferation of national institutions, such 
2s shopping centers and the extensive use of the automobile, differences in 
living costs and prices have for all purposes disappeared. Informal habits of 
dress have also contributed to the leveling process in the cost of living. With 
the growth of the discount houses, it may be suggested that costs have dropped 
in communities with such stores, which have hitherto been primarily the larger 
cities, where higher prices prevailed. The extensive use of credit has meant 
that workers still dependent upon loan sharks or unscrupulous small-loan agen- 
cies where high interest rates are charged, are at a distinct disadvantage in cost. 

The impressive development of the so-called underdeveloped areas in our 
country during the war and post-war years has eliminated the argument that 
low wages are needed to attract capital. The fact is that new industries moving 
to the South and Southwest and other areas have increasingly been recruited 
from the durable goods industries which pay high wages and which have in many 
instances tended to maintain the wage schedules which they had in their older 
plants. Uniform national minima are becoming increasingly more common. 
The complete elimination of the differential in the steel industry is symptomatic 
of this trend. The newer industries moving to the South and smaller areas are 
taking advantage of natural resources, cheaper power, new markets, lower Gov- 
ernment costs, water supply, and similar factors. The wage item is controlling 
only in a small number of light manufacturing industries. The strength of the 
movement for the decentralization of industry belies the argument that industry 
needs encouragement from subminimum wages. Tax concessions both from 
Federal and local governments are being given abundantly to supplement wage 
concessions. Neither southern nor smaller areas have less proficient manage- 
ment or workers. It is proven beyond doubt that there is a high level of pro- 
cuctivity in these areas. In fact, in many instances, because of the newness 
of plant structure and equipment and the absence of tradition, these recently 
established plants exceed the output in established areas. 

The cry for regional or size-of-community differentials simply has no relevance 
or plausibility. It is a mere echo of former slogans maintained to cloak petitions 
by special interests. They have little support. Asa matter of fact many indus- 
trialists not only have adopted the same wage schedules in their new plants as in 
their older ones, but many others disapprove of such differentials since they 
create unfair competition and are impossible to administer. 

The minimum rate must be fixed and not flexible. The $1.25 rate is a minimum 
rate well below established costs for a minimum standard of living necessary to 
health, efficiency and general well-being of workers. It is not a living wage. It 
is a step toward the establishment of a minimum living wage. It is not related 
to the cost of living changes since it tries to compensate for the improvements in 
our national productivity, the changes in wage levels and the gap between the 
Ininimum and the goal expressed by the act. A fluctuating minimum is eco- 
nomically impractical and would create unrest and serves only the unscrupulous 
employer. It would provide Government instigation and sanction for wage cuts; 
a system of local minima would deny the basic solidarity of our industrialized 
society. 


III. CAUSES oF SUBSTANDARD WAGE RATES 


We have already affirmed the conclusion that the causes of substandard wage 
rates are basically rooted in our economic organizations and not in the individual. 
This conviction is fundamental to the entire philosophy of the minimum wage 
legislation and the principles of our economy. Our program of international 
assistance rests on the proposition that our industrial know-how and capital will 
help other countries raise their standard of living. It is a means for raising their 
wages. There is no inherent justification for prescribing low wages for any set 
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of people. We have learned that even the handicapped can be profitably em- 
ployed at going wages after selective placement and with some job redesign to 
adapt the task to their capacities. In this day) when we have learned to be 
master of our own fate, we must advance with the full confidence in man meas- 
uring up to the occasion. Our industrial history confirms this truth and our 
experience with minimum wage legislation corroborates our conviction. 


A. SUBSTANDARD INDUSTRIES DID NOT SHARE ADEQUATELY IN WAGE INCREASES 
ENJOYED IN 1950-54 


A study of 110 individual manufacturing industries on wage changes from 
January 1950 and April 1950 to October 1954 reveals the following conclusion : 
21 industries significantly affected by the 75-cent minimum recorded increases 
in hourly earnings averaging 18 cents from April 1950 through October 1954, 
largely during the Korean war period; 26 manufacturing industries moderately 
affected (usually by less than a 2-percent rise in the payroll) recorded wage 
increases averaging 31 cents; and the 63 industries which were least affected had 
recorded increases averaging 42 cents in average hourly earnings. As significant 
is the fact that even within the industries most affected by the minimum wage, 
the low wage areas lagged behind the general increases in wages in the iron 
industries in the period from April 1950 through October 1954. For example, in 
the men’s and boys’ work clothing industry the rise for the entire industry was 
15 cents but it was only 11 cents for that period in North Carolina ; in the sawmill 
and planing mill industry, the rise in the United States in average hourly earn- 


ings was 36 cents; but it was only 15.5 cents in the South. (CIO FLS Fact 
Sheet No. 3.) 


B. DISCRIMINATION IS RESPONSIBLE FOR MOST OF THE SUBSTANDARD WAGE RATES 


Millions of workers are receiving wages lower than those that fair employers 
in their own industries are paying for similar work. Unrestricted competition 
in recent years due to the ineffective legal minimum wage rate has made possible 
the payment of a wide range of wages for the same work. Numerous studies 
have revealed this unwholesome situation. 

Differences occur in practically all substandard jobs. Many of these differ- 
entials result from discrimination against, and exploitation of people because 
of color, sex, religion, nationality, education, agricultural background, or location. 
Women tend to be underpaid in American industry even though they perform 
the same or similar work as men. Negroes, Mexicans, and Orientals are dis- 
criminated against not only by being allocated to jobs at the bottom of the ladder 
but also by being paid less than the going wages on these jobs. As one manu- 
facturer declared during previous hearings, ‘many wage earners will not receive 
this well-deserved minimum mnless it is required by law.” (1947 House Hear- 
ings, v. 1, p. 582.) 


C. HISTORICAL LAG IS CAUSE OF SOME SUBSTANDARD WAGE RATES 


In some areas which have been belatedly industrialized and where there 
were large surpluses of agricultural labor, wages started off at low levels. It 
has taken time to overcome this initial handicap. But wages have been raised 
and the differentials have been narrowed. At first they were narrowed and 
now they have been completely closed. The historical lag is being overcome. 
There is a lag in a number of prominent older southern manufacturing indus- 


tries, where labor organization has been weak. The law can help overcome 
the stickiness of low wages. 


D. LACK OF BARGAINING POWER AND UNION ORGANIZATION IS A MAJOR CAUSE 


Workers in organized industries generally receive higher wages than indus- 
tries where there is little or no unionization. We have already noted the rise 
in general wages in predominantly organized industries and the minima in or- 
ganized plants. In contrast substantially unorganized industries have lower 
wage rates. An analysis of the industries most affected by the 1950 minimum 
indicates they were predominantly unorganized industries. (CIO FLS Fact Sheet 
No. 3, table I.) In partially organized industries, the low wages in the non- 
union plants constitute a deterrent to further improvements in union shops. 


In some cases, unorganized employers keep wages low in order to embarass 4 
employers paying higher wages and help destroy unions. 
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E. COMPETITION HELPS DEPRESS WAGES 


The depression years demonstrated what unbridled competition can do to 
wages. It was competition that forced wage rates down to 10 cents an hour 
in certain areas of the clothing, lumber, textile and other industries in the 
Thirties. It was competition that forced many unwilling employers to return 
to the payment of such wages after the demise of NRA, which had temporarily 
put a halt to disastrous wage cutting. Studies made soon after the NRA was 
declared unconstitutional revealed that from 40 to 50 percent of the plants sur- 
veyed cut wages below the NRA code after the Government-laid floor to com- 
petition was removed. 

Fortunately that floor was reestablished in 1938 when the Fair Labor Standards 
Act was passed. But the plants which paid low wages in 1938 tend to be the 
ones which continued to pay low wages in later years unless organization in- 
tercedes, as it had in the textile industry, to change the pattern. In prior years, 
we heard the story of low wages in the seamless hosiery industry explained as 
follows: “Earnings in seamless hosiery are low because the industry is competi- 
tive, because it is located in low wage areas, because the plants are small, the 
majority of the workers are women, the majority of the jobs are semi-skilled.” 
They still remain lew; the average is now $1.16. The employers of the shirt in- 
dustry testified formerly that “if the Fair Labor Standards Act is abolished, 
the shirt industry may return to the 19 cent levels. Unlike the steel or auto 
industries, shirt plants can mushroom overnight because of the comparatively 
small investment required. The only advantage of the new plants over estab- 
lished firms would be excessively low wage levels. . . . We ask you not to force 
us to compete on that basis again.” 

Wage cuts have been experienced during the last few years in a number of 
low-wage industries. These include the cotton-rayon textiles and the apparel 
industries. In the former, arbitrators ordered reductions during 1952 after the 
southern industry failed to follow suit on increases obtained by the union in 
1951. In the apparel industry a number of northern plants have obtained re- 
ductions in order to continue in business against their low-wage competitors. 

We wish to emphasize and are preparing material to illustrate that low wages 
are not restricted to any one region or any one size of plant. In the low-wage 
industries, the low-wage plants may be found in all regions and among large as 
well as small plants. These data, when completed, will be submitted as an addi- 
tional exhibit to our present testimony. 

Competition can continue in industry, but the worker and our natiorial welfare 
must be protected by law from competition that drives wages to substandard 
levels. Only a Federal minimum wage level can be effective in the low-wage 
industries. With a legal wage floor, competition can proceed above this level. 


F. FAILURE TO SHARE BENEFITS OF TECHNOLOGICAL ADVANCES 


Many industries with substantial number of workers under $1.25 have experi- 
enced significant technological advances. The southern pine industry has mech- 
anized the thinning and selective logging and trucking operations. The cotton 
garment industry has developed the straight-line system and highly efficient 
assembly methods. They have modern plants, streamlined procedures, new 
machinery and employ industrial engineers extensively. The textile industry is 
a modern, large-unit industry with modern equipment and management. New 
conveyor systems, packaging devices and manufacturing processes have increased 
productivity in the field of chemical fertilizers. The mechanization of the paper- 
box industry has been increased. The food industry has increased the use of 
assembly line procedure and automatic equipment. Electronic devices are intro- 
duced everywhere. Modern material handling procedures are common. Up-to- 
date management techniques are widely used. All of these mean higher produc- 
tivity and lower labor content per unit of output. 

Part of these technological savings must be passed on in higher wages. But 
in these industries, they have not been. Unless such wage increases are required 
by minimum wage legislation, the industries will pocket the savings in higher 
profits, or drive down prices and wages to unconscionable levels through cut-throat 
competition. 


IV. NATIONAL Economio INTERESTS DicTaTe A $1.25 MINIMUM WAGE 


The greatest challenge facing the American economy is how to sustain the 
present high level of employment in face of the likely contraction in automobile 
production and housing construction and the current great pressure restricting 
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consumer and mortgage credit. Another problem is how to pattern our economic 
program so that the lag in employment opportunities, which now keeps some five 
million unemployed, shall be ended. Human resources and industrial capacities 
are being wasted by unemployment and underployment. 

The new $1.25 minimum will make a substantial contribution in buying power, 
which will provide new demand and stimulate new managerial ingenuity and 
capital investments. These developments can reinforce other stabilizing forces 
within our economy and stimulate greater economic growth than we have 
attained. The standards of millions of families will be improved, our industry 
made more efficient, and our people more productive. (CIO Fair Labor Stand- 
ards Committee Fact Sheet #14.) 

Our current recovery has been built upon advanced buying, liberal credit and 
governmental stabilizers. It has assumed impressive proportions as our national 
gross product has apparently reached the $369 billion level for the first quarter. 
We have maintained during March our industrial production at 33 percent above 
the base period of 1947-49. But, most significant, there are still some five million 
unemployed persons and most industries are still beset with large unused capac- 
ity. While we have this idle manpower and industrial capacity we have no fears 
of inflation, but at the same time, we are wasting industrial might, and more 
important, demoralizing millions of people who are willing and eager to work. 

Most authorities agree that our current output is short of our potential. The 
Joint Committee on the Economic Report suggests that the President of the 
United States assumes that we might attain a level of $375 billion, indeed, the 
report estimates that the new level could go to $380 billion. Leon Keyserling 
believes that our potential for the year is $390 billion. 

All agree that there are significant soft spots in our economy which must be 
corrected. The most publicly discussed one relates to the farm population which 
has witnessed a sharp shrinkage in income. Unemployment of five million is 
another. Extended mortgage debt is worrying bankers and they are agitating 
for curtailment. Consumer credit has grown and it needs undershoring. Whole- 
sale prices of many commodities have been weak because of fears for the second 
half of the year. Interest rates have been increased. There has been a rise in 
the number of home mortgage foreclosures. Life insurance cashings have risen. 
Workers’ income has not risen in vast areas within our economy. 

The rise in the national income which would come from the higher minimum 
would be a most welcome stimulant. The $1.25 minimum would mean a rise in 
payroll of some $1.9 billion. Its indirect multiplier effects have not been calcu- 
lated, but they certainly would directly produce a rise of from $5 to $8 billion 
dollars ; moreover, they would result in new capital expenditures and the develop- 
ment of new markets which would attract more new industries and industrial and 
commercial expansion in current low-wage areas. A new, higher minimum will 
permit us to sustain our present recovery and advance us nearer to an era of full 
employment. 








































V. $1.25 Mintmum WILL Correct INsvusticeE DoNE TO AMERICAN WORKERS 


The minimum wage law does not affect primarily or exclusively “the least 
skilled, least employable and the marginal workers in our economy.” It applies 
to the lowest-paid workers. Low-paid and incompetent are by no means synono- 
mous terms. The workers receiving less than $1.25 an hour are not paid low 
wages because they are unproductive or inefficient. Many of them are workers 
who have proved themselves indispensable to the industries in which they are 
employed. The trouble is that they are weak bargainers. They live and work 
in low-wage areas. They are immobile—they are heads of families, or wives, or 
young people, or older men and women. They suffer from racial or sex dis- 
crimination. Many possess skills that are not easily transferable. Many are 
victims of employer-controlled labor markets. For workers so completely dom- 
inated by circumstances which they do not control, the solution for the low-wage 
problem is an adequate legal minimum wage. 

Low wages produce substandard citizens. For them, a diet adequate for health 
is out of the question. They suffer unduly from physical disabilities and longer 
illnesses. Draft rejections were highest among them. Life expectancy was 
shortest. They do not enjoy adequate medical facilities. Their educational op- 
portunities tend to be limited. Their housing is poor. 

Low wages are a threat to the future of the American family population and 
the nation. Children born or brought up in families with substandard incomes 
are handicapped from the beginning. They are undernourished and deprived of 
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the opportunity for education and training that would enable them to rise above 
the economic level of their origin. We have a responsibility to improve the social 
conditions of which individuals are the helpless victims and for which they are 
not to blame. 

The full cost of maintaining and reproducing workers’ families should come 
out of industry, just as industry is expected to pay for the cost, maintenance and 
replacement of the machine which the worker operates. The realization of this 
basie principle means that the worker's wages must not only be such that he can 
buy the goods and services necessary for his support and that of his family, but 
he must be able, through taxes, to contribute to the cost of educating his children, 
of protecting his home against fire, his person against assault and his property 
against theft. 

To the extent to which the cost of his support must come from private or public 
relief instead of from wages, to the extent to which he must rely on medical care 
for which he cannot pay and toward which he has not contributed through taxes, 
to that extent is his employer being subsidized by taxpayers and private charities. 
The consumer pays the full price for commodities in the market. It is unfair to 
compel him to add a subsidy to industry in the form of taxes to provide the neces- 
sities of life for industry’s workers. A minimum wage law would relieve the tax- 
payer of at least a part of the burden that is rightly industry’s obligation. 

Free enterprise does not flourish in a low-income economy. Local enterprise 
and industry can fined little encouragement in an area which does not furnish a 
ready market for their goods. Retail trade cannot prosper in a community with- 
out adequate purchasing power. 

Low wages have a disillusioning effect upon our people. The surest defense 
against foreign ideologies is a contented people, protected against hunger and 
disease. But they cannot be free from want if their earnings are insufficient to 
buy the necessities of life and a few of the simpler comforts. 

Low wages produce substandard citizens and families, and depress our indus- 
trial efficiency and national output, and increase our social problems and govern- 
mental costs. They retard industrial growth and frustrate economic progress. 
(C1O Fair Labor Standards Committee Fact Sheet No. 6.) 


VI. THe $1.25 MintmuM Is ENTIRELY PRACTICAL 


We have urged and consider the $1.25 a most practical minimum. Our sum- 
mary calculations have already been presented. We shall now consider the 
impact in somewhat greater detail. 

First, we shall deal with the problem of present coverage. As you know, the 
Secretary of Labor and the Wage and Hour Administrator speak in terms of a 
coverage of 24 million employees. More correctly they should identify that 
number as being applicable to September 1953. Total private employment, ex- 
clusive of 4 million executive, administrative and professional personnel, at that 
time was 44 million. Excluding 13.6 million engaged in intrastate activities 
leaves a potential coverage of 30.3 million employees. Exempt from the mini- 
mum wage and overtime provisions were 6.4 million, leaving a net of 24 million 
subject to the minimum wage provisions as of September 1953. (CIO Fair-Labor 
Standards Committee Fact Sheet No. 12, Appendix to Table IV.) 

We have adjusted the above estimates to bring them up to April 1954, for 
which date the Bureau of Labor Statistics has prepared extensive wage mate- 
rials. It is, therefore, important to note that the Secretary of Labor’s estimates 
of impact, such as the potential increase to 1.3 million workers under a 90-cent 
winimum, relates to September 1953 data. 

In April 1954, the total wage and salary workers outside of government num- 
bered 44.5 million. There were 4.5 million executive, administrative and pro- 
fessional employees ; 11.5 million were exempt because of intrastate industries; 
6.3 million were exempt from the minimum wage and hour provisions. Covered 
employees, therefore, totaled 22.2 million employees. (CIO Fair Labor Stand- 
ards Committee Fact Sheet No. 12, Appendix to Table IV.) 

Without correction for the inclusion of learners, apprentices, handicapped 
workers, uncovered workers, and non-compliance in the BLS distribution data, 
the $1.25 minimum would affect 4.4 million workers or 20 percent of the covered 
employees. The proportions of the private-industry employees affected by $1.10 
would be 2,846,000 or 12.9 percent ; by $1.00, 1,825,000 or 8.3 percent. The esti- 
mated payroll costs have been reported. (CIO Fair Labor Standards Commit- 
tee Fact Sheet No. 12, Tables II and III, and Appendices to Table IV and V.) 
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In examining the individual industries, we may note that a number of indus- 
tries will not be particularly affected, as for example, primary and fabricated 
metal products, machinery, transportation equipment, chemicals, products of 
petroleum and coal, mining, contract construction, transportation, and gas and 
electric utilities. Industries in which 10 to 25 percent of the employees would 
be affected by adoption of the $1.25 minimum include instruments and related 
products, paper printing and publishing, communications, wholesale trade, serv- 
ices and miscellaneous. The others would have more than 25 percent of their 
employees affected. 

Some 71.5 percent of the beneficiaries of the $1.25 minimum would be in the 
manufacturing industries of which 2 million are in the nondurable goods group. 
The largest number of employees affected would be in the apparel and finished 
textile products industries, with 13.7 percent of all employees. (CIO Fair Labor 
Standards Committee Fact Sheet No. 12, Table II.) 

We have already indicated our belief that these are outside estimates which 
will be substantially cut when adjustments are made for the overstatements 
which are inherent in the BLS data, i. e., inclusion of uncovered employees, the 
downward bias of the April 1954 study, the exclusion of shift differentials and 
the wage increases granted since April 1954. 

The payroll impact of the above increases, without corrections, will be quite 
small and should be absorbed without serious dislocation or substantial curtail- 
ment of employment. The overall increase in payroll would be 2.6 percent. 
In the manufacturing industries, it would be 3.1 percent and in the non-manu- 
facturing industries, 1.7 percent. The largest rise in manufacturing industries 
would be in apparel, with a rise of 11.7 percent, and in lumber and wood products 
of 11.5 percent. (CIO Fair Labor Standards Committee Fact Sheet No. 12, Table 
III.) 

All the above calculations have been based upon the consideration of the 
direct increases required to bring employees to the new minimum. The effects 
above the minimum have not been estimated since there is no guide for such 
adjustments. However, we can safely proceed on the assumption that it will be 
most nominal. In plants which have few workers below $1.25, the raising of 
the minimum will not affect those above. Past experience supports the conclu- 
sion that the effect of higher minima has been slight on rates above the minimum. 
Raising the minimum does not lead to a general readjustment of wages although 
adjustments occur in individual cases. 

We have studied this problem closely and are prepared to cite substantial 
evidence to the effect that the rise in the minimum does not carry much beyond 
that level. Our most recent experience with this problem was in 1950 when the 
75-cent minimum was adopted. The conclusion from the extensive study made 
by the U. S. Department of Labor is that “the adoption of a new Federal mini- 
mum wage usually increases wages to the minimum and results in few adjust- 
ments to workers receiving more than the minimum rate.” (CIO Fair Labor 
Standards Committee Fact Sheet No. 9.) 

These increases in the wage bill are quite minimal in their effect on cost 
even in the industries of greatest impact. It must be realized immediately that 
labor cost is only a part of total cost. The most recent complete survey of manu- 
facturing costs for 1940 shows that wages and salaries, other than for officers, 
in manufacturing industries constituted 25.54 percent of total cost and 22.83 
percent of sales. (Federal Trade Commission, /ndustrial Corporation Reports, 
Summary 1940 Series, 86 Industry Groups, March 15, 1948.) 

The effect on costs would, therefore, be much reduced. The 3.1 percent increase 
in labor cost in manufacturing industries would increase total costs by probably 
one-quarter of that amount, or only 8/10ths of one percent. 

The profits earned by manufacturing corporations in 1954 were very favorable. 
They were approximately $21 billion before taxes and $11 billion after taxes. 
The profit margins were 9 percent of sales before taxes and 5 percent of sales 
after taxes. 






















VII. Past ExperrENCE CONFIRMS PRACTICABILITY OF $1.25 MINIMUM 





The experience under the NRA and the 1938 and 1949 Wage and Hour Laws 
showed that the cost was easily absorbed and minor in contrast to the beneficent 
and wholesome effects. Under the NRA two wage increases succeeded one upon 
the other. First there was the President’s Reemployment Act and then the code 
itself. Many industries showed rises of 50 percent or more in their average 
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hourly earnings under the first and later raised wages again to meet the code 
requirements. 

In September 1938, 13 percent of all employees covered by the Fair Labor 
Standards Act were earning less than 40 cents. Some 6 percent were earning less 
than 30 cents in April 1939, when that rate became obligatory. A similar per- 
centage was estimated to be affected by the 75-cent minimum. 

Imployment and earnings rose and employment stability followed soon after 
the effective date of the application of these minima. Business failures receded 
and wage cutting was largely eliminated in highly competitive industries. 

Detailed studies of the effect of the 75-cent minimum indicate that average 
hourly earnings rose in all manufacturing industries by 1.6 cents from January 
to April 1950. Factory employment increased by 148,000 and total nonagricul- 
tural employment increased by 801,000. Even in the industries and States with 
the greatest impact, employment increased. In 23 industries employing 2 million 
employees, the increases in average hourly earnings exceeded 2 percent, ranging 
up to 14.6 percent in tobacco stemming and redrying and 10.1 percent in vegetable 
and animal oils and fats. (CIO Fair Labor Standards Committee Fact Sheet 
No. 12, table I.) In the southern sawmilling industry, the increase was about 
20 percent. 

The special study of the Department of Labor concludes that the ‘75-cent 
rate appeared to have had only minor effects on such variables as employment, 
plant shutdowns, prices, technological changes, hiring policies, and overtime 
work.” (CIO Fair Labor Standards Committee Fact Sheet No. 2.) 

We have prepared a summary of the material in the above study as it relates 
to the nonwage effects upon the five low-wage industries which have been 
studied, and it is attached as CIO Fair Labor Standards Committee Fact Sheet 
No. 11. 

We are also prepared to supplement our presentation with an analysis of any 
specific industry for which the committee wants more detailed data than is 
offered by the testimony of the witnesses. 

The alleged negative effects of the enactment of a higher minimum wage dis- 
appear upon careful study. The dire predictions are not realized and manage- 
ment and workers generally adjust themselves most constructively to these 
changes. The effects are not inflationary and the results promote greater equity. 


VIII. THE COVERAGE OF THE MINIMUM WAGE PROVISIONS SHOULD BE EXTENDED 
TO THE ActT’s FULL JURISDICTION 


We believe in the desirability of a wage floor. It has distinctly beneficial 
effects upon the worker, the citizen, the employer, the community and the Nation. 
We have urged the modernization of the level at which it has been set. We dis- 
approve of restrictions upon its application. Its advantages should be extended 
to all covered under the Federal commerce clause of the Constitution, so that 
the benefits would be most widely enjoyed. Fair competition and a modicum 
of decent earnings would result from such action. 

The 1949 act severely limited the coverage by various amendments. It nar- 
rowed coverage by modifying section 3 (j) so that application to activities 
other than actual production were restricted to those “closely related” and 
“directly essential to production.” We have enumerated in CIO Fair Labor 
Standards Committee Fact Sheet No. 10 the groups which are now exempt from 
the child labor provisions and from the wage and overtime provisions, indicating 
the number of persons affected by each section. As indicated, 13.6 million persons 
in September 1953 were considered in intrastate activities, of whom the largest 
numbers were in the retail industries, with 5.6 million; 3 million were in mis- 
cellaneous industries ; 2 million in domestic service; and 1.9 million in construc- 
tion. (CIO Fair Labor Standards Committee Fact Sheet No. 10, table I.) The 
exemptions from the wage provisions numbered 6.4 million employees, of which 
the greatest number were in agriculture—3 million employees; 1.14 million were 
in retail trade; 584,000 in wholesale trade; and 597,000 in manufacturing indus- 
tries. 

These exemptions left only 14,000 out of the 3 million workers in agricultural, 
forestry and fisheries within the coverage and only 230,000 out of the 7 million 
in the retail trade. 

In the miscellaneous industries, only 741,000 out of the 4.2 million remained 
covered, In manufacturing industries, the largest exemptions were in the food 

and tobacco group followed by lumber and furniture. 
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The impact of each subsection of section 13 (a) is outlined in the CIO Fair 
Labor Standards Committee Fact Sheet No. 10, table I B. 

We endorse S. 662 as representing the appropriate action on coverage. 

1. We approve of the extension of coverage to all employees of an employer 
“engaged in any activity affecting commerce.” This proposal had the endorse- 
ment of the previous administrations. Second, we also endorse the extension of 
coverage to all employees “in or connected with an enterprise where the employer 
is engaged in any activity affecting commerce.” It will end the current discrimi- 
nation among employees of the same employer. Third, we urge the substitution 
of the phrase “necessary to the production thereof” in place of “in closely related 
process or occupation directly essential to the production thereof.” The substitu- 
tion would restore the original language. These provisions are likely to broaden 
the coverage by 4 million. (CIO Fair Labor Standards Committee Fact Sheet 
No. 10, pp. 4-6.) 

2. We urge the complete removal of the following exemptions from the wage 
and hour provisions: 

(a) The processing of goods in retail establishments (sec. 18a (4)). 

(b) Newspapers of less than 4,000 circulation (13a (8) ). 

(c) Street suburban or interurban electric railroad or local trolley or motor 
bus carriers (sec. 13a (9) ). 

(@) The processing and handling of agricultural products within the area of 
production (sec. 13a (10)). 

(e) Switchboard operators of exchanges with not more than 750 stations 
(see. 13a (11)). 

(f) Taxicab operators (sec. 18a (12)). 

(g) Telegraph offices in retail establishments (sec. 13a (13) ). 

(h) Seamen on American vessels (sec. 13a (14) ). 

(i) Logging and forestry operations with twelve or less employees (sec. 13a 
(15)). 

The above will probably bring about 600,000 employees back under the act. 
(September 1953 basis.) 

3. The remaining exemptions under section 13 (a) should be modified as 
follows: 

(a) The executive, administrative and professional personnel and outside 
salesmen exemption should apply to employees earning $6,000 or more per year. 
We want to call attention to the addition of outside salesmen inadvertently 
omitted from the bill. 

(b) The exemption to retailing and service establishments should be limited 
to employers having four or less establishments with a total annual aaa of 
sales or services of not more than $500,000. 

(c) The exemption for laundering, cleaning or repairing establishments oul 
similarly be limited to those having four or less establishments with a total , 
annual volume of sales or servicing of not more than $500,000. 

We are subscribing to the above provision to make clear that we are seeking 
to cover the large retailing and servicing organizations which are not local in 
nature. Many of these immense enterprises engaged in interstate commerce have 
gained exemptions even though they own and operate stores and service organiza- 
tions in a number of States and operate central offices and warehouses. These 
warehouses are definitely competitive with the independent warehouses which 
are covered by the present law. The employees of the large department stores 
and automobile sales and service companies engaged in interstate commerce 
should enjoy the protection of the minimum wage and hour standards. 

We believe that the Secretary’s proposal is unnecessarily limited in scope and 
certainly not precise or logical. 

(d@) The fishing exemption should be limited to “catching, taking, harvesting. 
cultivating or farming” and the operations of packing, marketing, storing, freez- 
ing or distributing fish and related products are no longer to be exempt. 

eet The exemption for seamen should be restricted to those not on American 
vessels. 

(f) The agricultural exemption should be limited by excluding employees 
on industrial farms, which are defined as those which use 300 or more man-days 
of hired farm labor during each of the preceding four quarters, other than labor 
performed by members of the family of a farmer-operated enterprise. 

We urge the elimination of the wage exemption for employees engaged by 
large industrialized agricultural operations. For this purpose therefore the 
agricultural exemptions should be limited to “employees employed by farm enter- 
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prises which used less than 300 man-days of hired farm labor during each of the 
preceding four quarters.” 

This position has been proposed to and supported by congressional committees, 
by a prior Secretary of Labor and the former Administrator of the Wage and 
Hours—Publie Contracts Division, and by various prominent citizens intimately 
acquainted with the problem. 

The low earnings of these workers should be corrected. A former Administrator 
declared in his annual report that “it is now possible for farm enterprises to pay 
a reasonable minimum wage and the Administrator urges Congress to consider 
this problem now, not only to immediately benefit some low-paid farm employees, 
but, of much greater importance to provide a floor under farm wage rates in case 
of depression.” The commercialized farmers now receive financial support from 
the Government through farm price floors and should be called on to pay decent 
wages to hired farm workers. 

We endorse the distinction that the large farm be defined to include farms 
other than those which use “less than 300 man-days of hired farm labor during 
each of the preceding four quarters.” It grew out of close study of the method 
of differentiating between family and commercial farms by former administra- 
tions. This is workable and will effectuate the distinction in treatment which 
we desire to see achieved. 

This extension of coverage is necessary to protect the family farmer. The 
latter suffers in competition with the commercial farmer employing large num- 
bers of migrant workers at low wages and under inadequate working and living 
conditions. By setting a floor on the wages for labor hired by commercial farm- 
ers we will not only aid the family farmer in his competition but also give him a 
chance to earn a decent living for himself and his family the year round. 

The former Administrator assured us that it was possible to develop practical 
methods for defining the worth of “payments in kind.” 

4. Section 183 (b) provides for the complete exemption of a number of groups. 
We urge the elimination of the exemption of employees of motor carriers, em- 
ployees of pipelines, employees canning fish and outside buyers of poultry, eggs, 
milk, and cream. The overtime exemption is continued for carriers and other 
specified employees subject to part I of the Interstate Commerce Act, and to 
elmployees of air carriers and to seamen on American vessels. 

5. We endorse the elimination of the exemption from the wage, hour, and 
child labor provisions given for newspaper boys. This provision is now: obsolete 
and out of harmony with the times. 

6. S. 662 properly provides for an adjustment in the current provisions con- 
cerning Puerto Rico. Until the present, there has not been a fixed floor under 
the rates of pay for Puerto Rico and the Virgin Islands. The bill properly 
sets up a basic minimum of 87.5 cents which is 70 percent of the $1.25 minimum 
and allows for the progressive rise to $1.25 over a period of 7 years. Data 
concerning this problem will be presented by a number of witnesses and we shall 
present additional data to assure a complete unfolding of these issues. 

7. The bill properly proposes the establishment of industry committees both 
for Puerto Rico and Continental United States to allow the establishment in 
accordance with prior procedures, of minima in individual industries up to 
$1.25 in Puerto Rico and $1.50 in the United States. 

Such a provision was contained in the Fair Labor Standards Act. It has 
worked most satisfactorily. It allowed industries to advance their wages in 
line with their ability. It furnished a constructive basis for adjusting indus- 
trial minimum wage rates to prevailing levels. 

The committee system proved satisfactory and operated constructively to effect 
the purposes of the act. The committees were composed of from 15 to 24 per- 
sons. They proceeded on the basis of careful study of data and experience and 
held hearings which assured them of the assemblage of all pertinent facts. 
They moved cautiously and competently. They found the criteria in the act suf- 
ficient for arriving at their conclusions. Their discussions were searching and 
balanced. 73 of the 114 wage recommendations were reached by unanimous 
votes. The majority recommendations in the other 41 wage rate cases were 
supported by the employers’ votes in 25 instances: by labor members in 37 
cases; and by the public members in all cases. Only two recommendations were 
rejected by the Administrator and these primarily because of the confusion 
likely to result from vague definitions of the branches of the industry for which 
different rates were proposed. 

The adoption of this system of rate adjustment up to the $1.50 level will in 
no way infringe upon the processes of collective bargaining. The rates in 
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collective-bargaining agreements serve as criteria for the development of in- 
dustry rates. Both management and labor are represented on the industry 
committees. The final rate prescribes only a plant minimum. Industry min- 
ima have not in the past interfered with collective bargaining. If anything, 
this procedure promotes collective bargaining by bringing employers and unions 
together about the conference table and promotes orderly consideration of 
economic issues. 

8. We endorse the revision which would define the 8-hour day as a basic 
workday and require the payment of time and one-half after such hours. 

9. The article on overtime hours makes provision for several types of exemp- 
tions such as the one in section 7 (b) 3 for seasonal work, total and limited 
14 weeks exemption for first processing workers. We urge their deletion. 

There is no reason for discriminating against workers in seasonal industries. 
Workers who are employed for overtime hours should be entitled to standard 
overtime pay. Overtime rates are now being paid and have been paid by most 
industries without adverse effects on profits. Their ability to process com- 
modities expeditiously and without injury to their products has never been 
called into question. The profits enjoyed by seasonal industries have been 
substantial enough to enable them to meet the cost of overtime pay. The over- 
whelming proportion of union contracts in this field provide for overtime pay 
during seasonal periods. 

10. We urge the deletion of the exemption from regular rates of pay granted 
in section 7 (d) 3 (a) and (b) for bonuses and profit sharing payments. 

11. The child labor provision is simplified so that it applies to the employer 
engaged in production or in commerce and those engaged in any activity affect- 
ing commerce and would prohibit oppressive child labor in or about any 
establishment. 

12. We urge the elimination of the exemption granted to messengers employed 
primarily in delivering letters and messages in section 14. 

13. In connection with administrative changes we propose that under section 
16 (a) dealing with penalties, that the prohibition against imprisonment except 
on second offenses shall be deleted. 

14. We urge a change under 16 (c) which would permit class action and 
double damage suits. We urge the deletion of the restrictions in the same sec- 
tion upon the Administrator’s authority to bring action in cases involving an 
issue which has not been settled and particularly that “no court shall have 
jurisdiction over such action or proceeding initiated or brought by the Admin- 
istrator if it involves any issue of law not so finally settled.” We urge the 
extension of the statute of limitations to 6 years. 

15. A number of other technical changes have been proposed in S. 662 to 
complete the revision of the act. A number have to be added, such as to section 
3 (m) providing for the addition after the words “to any employees” the words 
“except any seamen.” Section 3n would have to be deleted. It has been sug- 
gested that the proposed section 6 (a) (4) shall continue a proviso that nothing 


shall interfere with collective bargaining provisions related to the payment of 
nonworking time. 


CONCLUSION 


We have outlined our basic proposals and the supporting data. Again, we 
assure your committee that we shall happily furnish additional information and 
elaboration on any other aspects of the problems on which it will require further 
data. Our hope is to aid the committee to come to its conclusions with the most 
adequate supply of data and full knowledge of the issues and problems involved. 

We earnestly hope that the committee recommends increase in the minimum 
to $1.25, an extension of coverage and the adoption of the amendments embraced 
in S. 662. We also urge speedy action. 


Farr LAsor STANDARDS FOR AMERICAN WORKERS 
Fact SHEet No. 1 


SEVENTY-FIVE CENTS MINIMUM IS NOW OBSOLETE 
MODERNIZATION OF ACT IS ESSENTIAL 


The 75-cent minimum wage was adopted in 1949 as a compromise measure. 
The House Committee on Education and Labor reported that it was “inadequate.” 


Not only was it insufficient in 1949, but it has grown obsolete by reasons of 
changes in our economy since that time. 
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1. The cost of living has risen 


The rise in the cost of living has made the current rate obsolete. The Con- 
sumer Price Index as reported by the Bureau of Labor Statistics rose by 14 
percent between January 1950 (100.6) and November 1954 (114.6). 

It has however been recognized and previous studies have shown, that the 
price rise for the lower income groups is likely to be greater than for the group 
of urban wage earners and salaried clerical workers surveyed by the Bureau 
of Labor Statistics for developing buying patterns. A previous study for the 
period from 1935 to 1944 showed a 1.4 percent price increase for the income groups 
as are herewith concerned, for each 1 percent rise, for the group in the Bureau 
of Labor Statistics survey. If we allow a 25 percent margin, the cost of living 
for the substandard workers has risen more nearly 18 percent. Correction must 
be made for this rise in the cost of living. 


2. The 19 percent rise in the man-hour productivity of the economy must be 
reflected in the minimum wage 

The Joint Congressional Committee on the Economic Report reports that the 
man-hour productivity rose in our private economy by some 15 percent from 1949 
to 1953 (from $2.302 in 1949 to $2.641 in 1953 on a 1953-dollar basis). On an 
average annual basis the rise was 3% percent. In all likelihood this rate of 
improvement was maintained in 1954 so that the total rise in productivity since 
1949 amounts to 19 percent. 

Many workers now enjoy the benefits of the rising national productivity 
through specifically negotiated provisions called “improvement factors.” With 
the growth of our national productivity the minimum wage should also reflect 
this rise in our economic proficiency. The Federal minimum wage should be 
adjusted by this amount. 


3. The Federal minimum wage should be corrected for the rise in the cost of 
living and the growth in national productivity 
The cumulative effect of the rise in the cost of living and the growth in national 
productivity would lift the Federal minimum wage by 41 percent. The direct 
application of this adjustment would demand a minimum of at least $1.06. 


4. General wage increases have lifted America’s wage structure since 1950 and 

require at least comparable adjustments in the Federal minimum wage 

The major American industries have raised wages five times since January 
1950 when the 75 cents minimum w vas made effective. The total of these in- 
creases varies from 38.5 cents to 52.5 cents on basic wages (table I). In addi- 
tion workers in these industries have enjoyed tremendous advances in fringe 
benefits which are not directly reflected in the basic wage. 

The overall average hourly earnings of production workers in the manufac- 
turing industries have risen from $1.418 in January 1950 to $1.83 in December 
1954, a gain of more than 41 cents per hour. In face of this immense advance 


in all American manufacturing industries, the 75 cents minimum has definitely 
become obsolete. 


5. Minimum wages in union contracts are far above 75 cents 


The prevailing minimum wage rates established through collective bargaining 
are far above 75 cents per hour. 


Minimum wages in organized plants 


hi dae reenable aman inci mene $1. 21 
Synthetic yarn (American Viscose) 

Aircraft (Lockheed—Calif. asta ii wore lesan sees stcic ease cise 
Meatpacking (Armour) 

Iron ore and steel (U. S. Steel) 

Shipyards (Bethlehem—Atlantic ) 

Aluminum (Aluminum—Reynolds) 

Automobiles (GM) 

Can (American) 


Source: Bureau of Labor Statistics. 


. 44 
.515 
oT 
. 61 
. 625 


75 


They in fact exceed $1.25 in many industries. A comparison between the 
actual minima and the legal minima shows how unreal the latter has become 
for broad segments of American industry. 
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6. Fair labor standards demand a “more adequate minimum wage” 


The inadequacy of the current minimum of 75 cents was attested to by the 
legislative committee at the time it was adopted. It is not enough merely to 
correct for the rise in the cost of living or the increase in national productivity. 
We must also advance our minimum to establish wage levels more nearly approxi- 
mating a decent American living. standard. We can abolish substandard con- 
ditions not by keeping pace with the above changes but by advancing more 
nearly to a level of adequacy. 

One level of adequacy is that provided by the city worker’s family budget for 
four persons, calculated by the Bureau of Labor Statistics. It is described as 
providing the “necessary minimum with respect to items included and their 
quantities as determined by prevailing standards of what is needed for health, 
efficiency, nurture of children, social participation and the maintenance of self- 
respect and the respect of others.” This “necessary minimum” was priced by 
the United States Bureau of Labor Statistics for 34 cities in the United States 
in October 1951. The annual cost varied from $3,812 to $4,454. (See attached 
table II.) On the basis of a full work year of 2,000 hours, it would require a 
minimum rate of $1.91 to earn enough to meet the lowest budget figure ($3,812 
in New Orleans) as of October 1951. Price rises of 2-8 percent since that date 
mean that the current hourly earnings needed are approximately $1.95. 

Another level of minimum adequacy is that provided by the emergency budget 
for a family of four compiled by the Works Progress Administration. It is 
described by WPA as follows: 

“The emergency budget is for an emergency standard, which may be necessary 
under depressed conditions. * * * (It) is a direct concession to conditions pro- 
duced by the depression, constructed in recognition of the fact that there are 
circumstances under which families can and do cut costs temporarily without 
physical discomfort. Followed over a long period, the practices called for in 
the emergency budget may prove harmful to both health and morale. 

“The emergency level (which is below the maintenance level which represents 
normal or average minimum requirements for industrial, service, and other 
manual workers) takes into account certain economies which may be made under 
depressed conditions. * * * The emergency level allows more exclusively, though 
not entirely, for material wants (in contrast to the maintenance level which 
‘also gives some consideration to psychological values’), but it might be questioned 
on the grounds of health hazards if families had to live at this level for a 
considerable period of time.” 

The above description of the emergency budget by those who constructed it 
indicates the dangerously low level at which it is set. There can be no dispute 
that workers whose earnings do not allow this standard are definitely predestined 
to poverty and substandards of living. 

The annual cost of this budget on the basis of November 1954 prices would be 
$2,480; it would require a minimum rate of $1.22 for a worker working 2,000 
hours a year to meet the emergency standard. 

Finally, the adequacy of the minimum wage can be measured against the 
standards established under State minimum wage laws. In New York State, 
“the cost of a standard which provides minimum adequate maintenance and 
protection of health’? was found by the State department of labor to be $2,442 
for a working woman living with her family as of September 1952. This would 
require an hourly minimum of $1.22, assuming 2,000 hours of work per year. 
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TABLE I.—General wage increases in major American industries, 1950-1954 





Industry | 1950 1951 1952 1953 1954 Total 
Aircraft (United)......_| 13¢ plus '____' 14¢ plus !__) 9¢__. 1l¢ plus 5¢ plus '... 52¢ plus 
Aluminum (Alcoa) - - - - -} 10%, (avg. | 12¢ plus '__. 20¢ plus! Slee plus ! 5¢ ‘ 50\4¢ plus.! 

| 14\@). 
Automobile (GM) __-....| 10¢._......-- ee OR. ccclan 7¢ plus ! 3e 42¢ plus.! 
Automobile (Ford)--..__| 1lé__- set es ne 7¢ plus ! 3e 43¢ plus 
Bituminous coal - _------ | 83¢¢ plus !___| 20¢_._.___- 23%4¢ plus ! aia 521¢¢ plus.! 
Electrical (GE)-_........| 10¢@ (plus 1¢ | 15}9¢_----- 9¢ avg 534¢ avg 5¢ plus ! 45\4¢ plus 
| inequity). | 
Farm equipment-.--.-__- bE naibe SR sais ue 2¢ 6¢ 44¢. 
Meatpacking ---......-- SES tated epiubes fe = 10¢ plus ! 5¢ plus 5¢ plus ! 41.3¢ plus 
Ra ieniticds sn nnscad | 1044¢ plus !__| 13¢_______.| 10¢ ; 5¢ plus tloe 45¢ plus.’ 
Shipbuilding (Bethle- | None__._--- 22.5¢ avg..| 18¢ avg__- 7¢ 5¢ plus ! 524¢¢ plus.! 
hem, Atlantic). | 
Seek =. ncsnvecuccssal GENE A Eme fa tena 12%¢ (plus | 84¢ plus ! 5¢ plus ! 38 ¢¢ plus. 
3'e¢ ineq- 3ie¢ ineq- 
uities ad- uities ad- 
justments). justments). 


1 Plus” refers to substantial adjustments for inequities, fringes, etc. 
Source: Bureau of Labor Statistics. 


TABLE II.—Cost of family budget of city worker in 34 cities in the United States, 
October 1951 


City Cost per year City Cost per year 
Di nr mre en $4, 315 | Milwaukee, Wis__________.____ $4, 387 
RO Nes. ne erccetinw arene 4,217 | Minneapolis, Minn_______-.-_-_. 4,161 
Birmineuems. Ale... nn I,  coeemes 3, 969 
Pi gh 4.217 | New Orleans, La_._....._.---~ 3, 812 
POON SR, Wi ce aero 2ork, NW. Y........ .. 4, 083 
Cis i cet on 4.156 | Nesfolk. Va. —...._....... a aie 4, 146 
CUT. FIO a iis See eee 4, 208 | Philadelphia, Pa_____._-__.____ 4,078 
Cleveland, Ohio____--_~ Wd ee kis 4. 166 | 2 eeewernn, Pa... me 
DOR ee Se a esc 4,199 | Portland, Maine__________-_--- 4, 021 
Toetrens; Bie Set a 4395} Pottianéd,;) Oveg..—...__._- 4, 153 
iguanas a ot ce 4.306 Maemo, Va... ce kk 4, 338 
Indianapolis, Ind__.___ bide sage) x 4, 044| St. Louis, Mo_____~_- adesamiei 4,112 
Jacksonville, | Pian... 4, 202 | San Francisco, Calif..__._.____ 4, 263 
Ranesae Oty, Bons. $000 | Savannah, Ga... .2 su 5 5... 4, 06 
Los Angeles, Calif....-______- 4,311 | Scranton, Pa___- sites it St ee 
Manchester, : 20. (Hie 4,090 | Seattle, Wash__- eee 
Memphis: Tenn. loc3 2 os ce 4,190 | Washington, D. C___._._-._-.___. 4, 454 


Source: U. S. Bureau of Labor Statistics. 


Fact SHEET No. 2 


INDUSTRY ADJUSTED FAVORABLY TO HIGHER MINIMUM WAGE RATES 1933-35, 1939, 
1941, 1950 


1. Under the National Industrial Recovery Act industry successfully increased 
minimum wages and compensated for shortened workweek 


\ 

Under the President's Reemployment Agreement, June to October 1933, workers 
in half the 159 industries for which data are available increased their hourly 
earnings from 7.5 to 20 percent. The lowest-paying industries showed the highest 
increases in wages. Earnings increased by 50 percent in industries with aver- 
age hourly earnings of 20 to 25 cents in June 1933; by 42.5 percent in industries 
with average hourly earnings of 25 to 30 cents; and by 30 percent in industries 
with average hourly earnings of 30 to 35 cents. Industries with the highest 
average hourly earnings, 75 to 80 cents, showed an increase in earnings of 8.8 
percent. 

In the code period from October 1933 through the first months of 1935, when 
the NRA was in effect, industries still further increased their wages as a result 
of improvements in the wage provisions of the codes. Again, the industries with 
the lowest wages made the greatest increases: increases from 15 to 20 percent 
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were recorded in the low-paying industries as compared with 5 percent in the 
highest paying group. 


2. The 1938 act set a 30-cent minimum in 1939 directly affecting 6 percent of the 
American workers with constructive results 


The actual distribution was as follows: 


Workers under 30 cents—April 1939 

















. Percent of 
| Number of total 
Area | employees | Percent of employees 
' | earning less | employees covered 
than 30 cents | earning less 
| than 30 cents 
TN oo i ctircna Shaman anmalnnankwanhion xiigetaghaadicties ah ea 650, 000 | 100 | 6 
OAL AOE nh TG gS OE 427, 200 | 66 12 
INI oe ete nag a leds nena maceeerctnreeiea ion | 207, 300 | 32 2 
Western States-_-.-._- Sees dee sadea aie tecmadedanineigbtisgie bal 15, 520 2 1 
Industry: 
Manufacturing - - - -- Se en ee nee eee ee | 460, 000 | 71 6 
NO 5 candace swinewec User heutns pabsanwds | 79, 000 12 | 5 
i coe menus danininen oman ea ekebaeenwe hehe 54, 000 Ss 6 
Railroads_ gtcms somnenensaeearanewesea= . 19, 000 3 2 
Other nonmanufacturing industries-_--.--.-.-.....---.-.------ 38, 000 6 2 





In fact, employment increased from October 1938 through May 1939 by 680,000 
workers with the rise in the minimum to 25 cents. 
Business failures were greater in number before the act became effective than ¥ 
later. J 
Highly competitive industries, such as cotton textiles, seamless hosiery, ap- 
parel and paper products were stabilized and wage cutting as a competitive 
device was eliminated. 


8. The 40-cent minimum became effective by end of 1941 long before the act 
was contemplated (October 1945) 


In September 1938, some 13 percent of all employees covered by the Fair Labor 
Standards Act were earning less than 40 cents. By the end of 1941 this group 
had been reduced to minor proportions. 

When the 40-cent wage orders were issued by the Administrator, 1,600,000 
were receiving less than 40 cents. The percentage of workers directly affected 
by all wage orders was as follows: Under 5 percent, 8 wage orders; 5 to 10 per- 
cent, 15 wage orders; 10 to 20 percent, 10 wage orders; 20 to 30 percent 19 wage 3 
orders ; 30 to 40 percent, 7 wage orders; and 40 percent or more, 11 wage orders. ; 
Of the 55 minimum wage orders for which estimates are available on the direct 
increases in the wage bill effected by them, 9 effected less than a 1 percent x 
increase ; 7 effected an increase of 1 to 2 percent ; 16 an increase of 2 to 3 percent ; i 
8, 3 to 4 percent; 5, 4 to 5 percent; and 10 effected increases of 5 percent or 4 
more in the wage bill. In several instances, the 40-cent orders applied to indus- 4 
tries in which wages had been raised in two or sometimes three stages, so that a 
the total increases amounted to more for them than for other industries. Three 
successive wage orders were applied to the textile and seamless hosiery 
industries. 


These wage increases were made, industry absorbed them and business 
prospered. 


coe 


4. The 75-cent minimum wage absorbed with constructive effects in 1950 


(a) Six percent or 1.3 million of the 21 million covered employees earned less 
than 75 cents at the time of the adoption of the 75-cent minimum. In manufac- 
turing industries, there were 875,000 production workers earning less than 75 
cents in November 1948, or 6.6 percent of the total employed. 

(b) Increases in average hourly earnings in manufacturing industries were 
negligible. The rise from January through April 1950 was 1.6 cents. 

Employment in manufacturing industries as a whole increased by 148,000 
during this period, while total nonagricultural employment rose by 801,000. 
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(c) Manufacturing industries where increases in average hourly earnings, 
from January through April 1950, exceed 2 percent were 23 in number and em- 
ployed approximately 2 million persons or 14 percent of all manufacturing 
industries. (See table I for list of industries and percent increase in average 
earnings.) Total employment in this group of industries was quite stable in 
the period immediately after January 1950, and by January 1951 the number of 
production workers had increased by about 6 percent. 

(d) Manufacturing industries in the following States showed increases in 
average hourly earnings in excess of 2 percent from January to April 1950: 


i 
Average hourly earnings Average hourly earnings 


| 
| 


| January | April Percent January | April | Percent 
1950 1950 increase 1950 1950 increase 


Alabama 
Arkansas 
Florida 
Georgia 
Louisiana 
Mississippi 


Missouri Be $1. 3: 37 
New Mexico a 35 
Tennessee - - - oa ‘ 16 
Texas ae it 33 
Vermont... .16 19 
0! =e . ; 17 


wei-t 


onoono 


wmwnwnw So 


Total manufacturing employment in the above States increased by 5,000 
between January and April 1950 in spite of a seasonal decline in Florida, which 
was the only one of these States recording a decline in manufacturing employ- 
ment of as much as 2 percent. By January 1951, manufacturing employment in 
all these States had risen substantially and the total number of employed had 
increased by 10 percent. 

(e) The United States Department of Labor survey, Results of the Minimum 
Wage Increase of 1950, reports as follows: 

(1) The greatest effect of the 75-cent minimum was felt in the lowest-paying 
regions of the lowest-paying industries. Thus, in southern sawmilling, a 20- 
percent increase in average earnings was granted in the lowest-wage southeastern 
division as compared with a 5-percent increase in the highest-wage Border States. 

(2) The short-run effect of the 75-cent minimum in highly affected industries 
was to concentrate workers at the new minimum. Employers “did not try to 
maintain wage spreads between low-, middle-, and high-wage occupations. These 
spreads were narrowed. * * * The short-run indirect effect of the amended 
minimum on wages already equal to or higher than 75 cents an hour * * * was 
not great.” : 

(3) The “75-cent rate appeared to have had only minor effects on such variables 
as, employment plant shutdowns, prices, technological change, hiring policies 
and overtime work.” 

(f) In his annual report for 1950, the Secretary of Labor published the fol- 
lowing findings on the effects of the 75-cent minimum: 

(1) “Effects on employment * * * a listing of the information available * * * 
suggests a probable-maximum (effect) of very small dimensions. * * * Much 
of the unemployment reported appears to have been temporary in nature. In 
any case, the rising wage level already has tended to make the 75-cent minimum 
wage unimportant as a factor of any kind in most areas of the country, and 
negligible as a cause of unemployment. * * * Most of the layoffs were made 
by establishments that were affected by seasonal decreases in activities. A large 
proportion of those laid off were rehired when activities again increased.” 

(2) “Effects on industry * * * not only were plant closings few in number, 
but any changes in competitive conditions and dislocations in industry that might 
have resulted proved very temporary in nature.” 

(3) “Effects on prices * * * prices for products of low-wage industries af- 
fected substantially by the necessity for the payment of higher wages do not 
seem to have risen as a group any higher than prices of other products * * * 
prices were not as a rule immediately increased by passage of the 75-cent 
minimum wage rate. Increased efficiency of production, particularly through 
mechanization and high volume of operations * * * apparently absorbed much 
of the increased costs.” 
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TaBLe I.—Manufacturing industries in which average hourly earnings increased 
by more than 2 percent between January and April 1950 


Average hourly earnings 











| 
SS erry i een 
Industry l ; 
January | April increase 
1950 | 1950 
—— _— — } 
Food and kindred products: 
ne 2. So acweneateamee sates anoiecd $1. 182 $1. 221 3.3 
a ain Seid cian edi ses aeibineiiaiae 1. 196 1. 232 | 3.0 
Confectionary - - ----.--.--- pach nabnnemientenpeanindme anal weenahinnee 1. 074 | 1.106 | 3.0 
IN ond c enn cnenepepegeseves eengeGubceeeshcanes 1.098 | 1. 127 2.6 
Tobacco manufactures: 
a a anlar henddioteceaan Manin icbsioiean Geiriatied ices . 911 - 951 | 4.4 
a a a eae apie 1. 088 | 1. 122 | 3.1 
Tobacco stemming and redrying-.--_............-...-..........-- . 899 | 1. 030 | 14.6 
Textile-mill products: | | 
Neen Nhe ctmniiiiiel . 907 | . 969 | 6.8 
tale audio sein tab emataeeeteidam ght aiman aneaeie ideo ie . 944 . 981 | 3.9 
RR Tit in ccna wislpae oe uicd ba ntawe teem aeelts en amass eR ew>iah . 900 . 966 | 7.3 
a st cctseticncig a ivarn ons oeeigieinaaeae egean <a naeianne | 1. 097 1.127 | 27 
Apparel: | 
Men’s and boys’ furnishings and work clothes. --_-..--..------- . 929 . 986 | 6.1 
MOURN I III i otc esccwcceeesemesen . 894 . 956 | 6.9 
Women’s and children’s undergarments-._...........-..---..--- . 994 | 1.029 | 3.5 
NEE ESE Ee ee eee 1. 048 1. 080 | 3.1 
Lumber and wood products: 
Sawmills and planing mills: 
SENET Ls Ooh CaS EE inh athe dy bends Wabkah> ekobeeawssa debs, 1. 257 1. 330 | 5.8 g 
I ee in | . 864 - 915 | 5.9 i” 
Millwork, plywood, and prefabricated structural wood products_ 1.324 1.372 3.6 % 
rR ad a See. lec cdebeecs 1. 037 1. 098 | 5.9 4 
Miscellaneous wood products. -........ ........-..---....-.....-- 1. 088 1.111 | 2.1 2 
Chemicals and allied products: Vegetables and animal oils and fats__-| 1. 057 1. 164 | 10.1 aa 
Leather and leather products: | ua 
RAEN NINN ooo onsen enuncnsachatacn mbceidasesnde le cth 1.090 1. 129 | 3.6 Be 
Leather products, except leather and footwear. ..........-.--- 1. 108 1. 140 | 2.9 s 
Stone, clay, and glass products: Brick and hollow tile__..-........-- 1. 166 1, 212 3.9 
Miscellaneous: x 
Jewelry, silverware, and plated ware..............--.---.-.-..-- | 1. 325 | 1. 363 2.9 " 
NE EE ESS NE IT OO ey 1. 223 1. 250 2.2 
— | _ 
Fact SHEET No. 3 
ONLY FEDERAL LABOR STANDARDS LEGISLATION WILL ASSURE SUBSTANDARD PAY a 


INDUSTRIES THE WAGE GAINS OF OTHER INDUSTRIES. ABSENCE OF WORKER BAR- 
GAINING POWER INHIBITS ADEQUATE VOLUNTARY ACTION 


Summary of wage trends, 1950-54 


Twenty-one manufacturing industries significantly affected by the 75-cent 
minimum recorded increases in hourly earnings averaging 18 cents from April 
1950 through October 1954, largely during the Korean war period; 

Twenty-six manufacturing industries moderately affected recorded increases 
averaging 31 cents; 

Sixty-three manufacturing industries least affected by minimum wage have 
since recorded increases averaging 42 cents in average hourly earnings. 

Wages in the industries most affected by the application of the 75-cent mini- 
mum-wage rate in January 1950 have lagged behind the wage trends in the rest 
of American industry. The workers in these substandard-pay industries have 
had insufficient bargaining power and competition has prevented fairminded is 
employers from raising wages. The chiseling-employer fringe has held down 
wages. Only a Federal law which sets a legal minimum can compensate for 
inadequate bargaining power and prevent the chiseling fringe from undercutting / 
fair standard. ; 

1. Substandard pay industries —The Bureau of Labor Statistics reports 21 Y 
manufacturing industries to be most affected by the minimum-wage legislation. ‘ 
In virtually every one of these industries the gross average hourly earnings 4 
rose by more than 2 percent immediately after January 1950. The weighted 4 
average rise of the group between January and April 1950 was 4.7 percent. This : 
increase was significantly higher than the average increase in hourly earnings iy 
for all manufacturing industries during this period, 1.1 percent. 3 

From April 1950 to October 1954, the average hourly earnings in these 21 in- bi 


dustries, which employed 1,437,300 persons, have risen some 18 cents per hour; 
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for all manufacturing industries, 38 cents. One industry reported a reduction 
of 5 cents in average hourly earnings from April 1950 (tobacco stemming and 
redrying). 

The industries in this group with the highest average hourly earnings in April 

1950 had the greatest increase in hourly earnings between April 1950 and Octo- 
ber 1954. Six industries with average hourly earnings of more than $1.10 per 
hour in April 1950 reported increases for the period of 26 cents per hour to 
33 cents. (See table I.) 

The industries with the lowest average hourly earnings in April 1950 tended 
to have the lowest increases. The men’s workshirt industry, with a gross aver- 
age of 87.5 cents in April 1950, showed a rise of only 8 cents over this 4%- 
year period. 

». Industries moderately affected by 75-cent minimum in January 1950. 
Twenty-six manufacturing industries were moderately affected by the 75-cent 
minimum with a few showing more than a 2-percent rise in average hourly earn- 
ings between January and April 1950, generally for causes other than the rise 
in the Federal minimum. 

The unweighted average increase in gross average hourly earnings for these 
industries, which employed 2.6 million production workers in October 1954, 
was 31 cents per hour. (Table II.) 

Only 6 of the 26 industries reported increases of less than 26 cents per hour 
for the period from April 1950 through October 1954. These were highly 
competitive unorganized or partially unionized consumer goods industries 
(yarn and thread mills; women’s dresses; millinery; leather footwear and 
costume jewelry, buttons and notions). 

Eleven industries had increases of more than 33 cents in their average hourly 
earnings, which was the ceiling for the industries in the “substandard-pay 
group.” The highest increase among these industries was in the flour and other 
grain mills products industry, where the rise was 50 cents. 

3. Industries practically unaffected by 75-cent minimum in January 1950.— 

Sixty-three manufacturing industries were practically unaffected by the ap- 
plication of the 75-cent minimum in January 1950. The unweighted averag 
increase for the 7.2 million production workers in these industries was 42 cents 
per hour. This was 24 cents greater than the rise in the “substandard-pay 
industries” and 11 cents greater than in the “industries moderately affected.” 

Thirteen industries reported an increase of 50 cents or more in gross average 
hourly earnings for the period from April 1950 to October 1954. The highest 
was 59 cents. 

4. Low-wage areas lag behind increases in own industries—A study of the 
wage trends in different areas of the country within each industry further 
illustrates the fact that the low-wage areas tended to lag behind the general 
increases in their own industries. They had been below the industry average 
and are now further behind. The fairminded employers who would have joined 
the wage movements within their own industries were repressed by the fringe 
in their area and the inability of the workers to bargin for increases equivalent 
to those affected in the remainder of the industry. 


—_—$———— 


Average hourly earnings 


April October | Increase 
1950 | 1954 





Men’s and boys’ furnishings and work comnts: 

Unie aetee.s. 2.5 .....55.-..-..- Be ceed ees aa $0. 99 

North Carolina . 88 
Beverages: 

Ne ioe mw adeamnnie ' 1. 63 

North Carolina eee . 83 
Vegetables and animal oils and fats: 

United States 1.16 

sates . 87 

Sawmills and planing mills: 

Cee a oe pcsinan nonheme woeiinan ada 1. 33 

I a ee ee kiiwwanniocaewen : 915 
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Without Government action to bolster the wage floor, the workers most in 
need of higher wages, because their current earnings are low, will fall farther 
behind the wage standards attained by the bulk of American workers. Estab- 
lishment of a minimum wage of 1.25 would narrow the inordinate gap developed 
by the lag in wage increases in the substandard-pay industries as contrasted 
with the movement in the remainder of American industry. 

Nore.—Manufacturing industries have been classified as “substandard,” “mod- 
erately affected by 75-cent minimum,” and “practically unaffected” on the basis 
of BLS Special Wage Report No. 36 (Estimated Proportions of Workers Re- 
ceiving Less Than 75 Cents and $1). 


TABLE I.—Changes in average hourly earnings of manufacturing industries most 
affected by adoption of 75-cent minimum, April 1950—October 1954 














Gross average hourly earnings 
Industry 1950 | Change, 
__| October | April 1950- 
1954 | October 
January | April | 1954 
| | 
| 
A ON ans sh = ei lh eed bens $0. 781 $0.875 | $0. 94 | $0. 06 
Sawmills and planing mills, general, South.-------- ~iidinde . 864 | .915 1. 06 .14 
i nase ete poder enc haemiaesteanebaehanieascs 911 | . 951 1.17 | . 22 
Women’s household d apparel.. web idedh tein wnalabeatcidds cleels . 894 . 956 1.10 .14 
ing ci waves honemgeecunsenseseutsdibild | . 907 | . 969 1.14 17 
a a sloth . 900 | . 966 | 1.13 | .16 
Ng are ee ane bod . 944 . 981 1.17 19 
Men’s and boys’ shirts, collars, and nightwear -- fated teas . 939 . 981 1.14 .16 
Men’s and boys’ furnishings and work clothes__-_-------- anal . 929 . 986 1.14 15 
Underwear and nightwear, except corsets.......--.--------. | - 953 . 994 1.13 .14 
Women’s and children’s undergarments... --------------- | . 994 1. 029 1. 21 .18 
Tobacco stemming and redrying--_-------------------------- . 899 | 1. 030 | . 98 —.05 
Er Se decree sink > pep nln s thse uaKenss~oanniSseaa | 1.016 | 1.035 1. 21 a7 
Teen nnn ne ere mcs inion ; - 991 | 1.035 1.19 | 15 
See Oe oe Suna meninae ata sacs 1.048 | 11.080 | 1. 21 13 
Other fabricated textile products ---......-.-.-----.---------- 1.073 | 21.090 1.28 .19 
ea ek oe 1.037 | 1.098 | 1.27 | 17 
I eee sn pein ne anon ane oe np eens otek 1.074 | 1. 106 | 1. 37 . 26 
Miscellaneous wood products sla ties aeotinclaa ae desu Sol 1. 088 | 1.111 | 1.38 27 
INE tS sed oe Rds Soucek aioe neh ddeke dauksdoal 1. 098 | 1.111 1. 44 -33 
IIIT 35S i estiotye hata np pip hd Tcwep ete hn ating | 1. 088 | 1.122 | 1. 43 31 
I oie hah inde ncn bacnce kin anaeeedmsaien 1. 098 | 1.127 | 1. 44 31 
Vegetable and animal oils and fats__._- is alehd ation ia aan ek 1.057 | 1. 164 | 1.45 .29 
ne ney ee ee  reeee 1. 182 | 1. 221 | 1.39 o-_ 
Unweighted average increase, April 1950-October 1954_.|..-.------ ji eee .18 
' 








1 February 1950; average for April is unrepresentative due to seasonal variations. 
2 May 1950; average for April is unrepresentative due to seasonal variations. 
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TARLE II1.—Changes in average hourly earnings of manufacturing industries 
moderately affected by adoption of 75-cent minimum Apr. 1950-—Oct. 1954°* 


Average hourly earnings 


Industry ie 
April October 


1950 1954 Increase 





Dairy products - - 

Flour and other gr: ain mill products 

Prepared animals feeds. ------------ 

Bakery products. .-. 

Confectionery and related products. - 

MisceHaneous food products 

Yarn and threat mills____- Bs 
Cotton, silk, and synthetic broad woven fabric mills... __. 

Knit outerw ear. 

Women’s dresses -_- 

Millinery. ------ 

Logging camps and contractors---...-...--..--- 

Millwork wood products___. ; 

Household furniture _ - -- ; ; Se 
P: ape rboard containers and NS ee eases en SS 


“pf 


[PePererrerrrrrerrerrrrrrr rrr 


$0. 39 
aw) 
35 
41 
. 20 
.3l 
13 
.13 

. 26 

15 

ome 

3l 

. 06 


. 30 


— 


an 


’ 


— bobo to 


~o¢ 
. a6 
46 
. 43 
.2 
. 33 


. 35 
2 
29 
. 26 


925 


Rubbe r footwear, aa : 
Rubber products (other than tires, inner tubes, and footwear) 
Leather footwear - a+ 

Structural clay products. 

Concrete, Gypsum and ™ ister renee eee 
Ophthalmic “goods_____- 

Jewelry and findings_--__- 

Toys and sporting goods 

Costume jewelry, buttons, notions _- 

Miscellaneous manufacturing industries -- 


eh eet et eed feet et ee ft ft bt ee et tt tft et tt ft et tt et 
a 2.5 . . @ ren CORD ROD — 


Unweighted average increase, April 1950-October 1954- 


1 These industries were reported by BLS to have from 10 to 25 percent of their production workers earning 
under $1 per hour as of June 1951. 


Fact SHEET No. 4 
75-CENT MINIMUM IS OBSOLETE IN TEXTILES—$1.25 MINIMUM NEEDED FOR INDUSTRY 
STABILITY 


1. 75-cent minimum is outdated 


(a) The Secretary of Labor has made the following findings of prevailing 
minimum wages in the textile industry under the Walsh-Healey Public Con- 
tracts Act: $1.20 for woolen and worsted branch; $1 for basic textile (cotton, 
synthetics, dyeing, and finishing). 

However, these findings have not been implemented because court actions to 
stay their execution (made. possible by the Fulbright amendment) are still 
pending. 

(b) Collective bargaining has established the following standard minimum 
rates: 

$1.035: Southern cotton-synthetics. 
1.105: New England cotton-synthetics. 
1.21: Woolens and worsteds. 
1.28: carpets and rugs. 
1.30: synthetic yarns (American viscose). 
1.365: New England dyeing and finishing. 
1.38: Middle Atlantic dyeing and finishing. 

(c) Bureau of Labor Statistics wage surveys show overwhelming proportions 
of textile workers employed at $1 or more, even in low-wage southern areas; 
the following percentages understate the proportion of regular workers receiving 
41 or more because learners are included in the distributions and shift premiums 
are excluded: 





| United States} Southeast 





Cotton textile Soa 5 | 84 
SI OUI 1 Di cis, Sais agli cn cya ; 88 91 
Woolen and worsted textiles_- RSA 95 
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(d) The textile industry has taken its place among the modern, highly effec- 
tive, and productive American industries; it is time its wage floor was brought 
into line with that of other modern industries. Its technology has undergone a 
veritable revolution since World War II: more efficient cotton-spinning equip- 
ment has been adapted to worsted spinning ; mechanical-feeding substituted for 
hand-feeding ; multiprocess equipment telescoped into one operation ; instrumen- 
tation and automatic controls introduced: speed jacked up and materials-han- 
dling devices substituted for labor. The industry’s structure has been revamped. 
with mergers and consolidations concentrating price and production policies in 
the hands of a few major producers. The giant textile chains have instituted 
centralized managerial controls over quality, processing, and work methods. 

Big business now dominates and should pay the wage rates of other big business 
concerns. 

The industry has spent over $4 billion for modernization and expansion since 
1945. In 1953, 30 percent more yardage was produced than before the war’with 4 
percent fewer workers, a rise in output per worker of 35 percent. Productivity 
has been growing at the rate of 5 percent a year in recent years. Clearly, this 
modern, highly efficient industry is in a position to support a modern wage 
structure. 


2. 90-cent minimum would have negligible effect 


The latest Bureau of Labor Statistics wage survey of the textile industry 
shows the following proportions of all production workers receiving less than 90 
cents an hour: 

4.6 percent in cotton textile mills. 
2.4 percent in synthetic textile mills. 
0.9 percent in woolen and worsted textile mills. 

J. Spencer Love, board chairman of the largest textile mill chain in the country 
(Burlington Mills), stated on January 12, 1955, as follows: 

“By far a vast majority in the industry is paying above this level (90 cents) 
and it should not seriously hurt those firms that are below it to raise their 
scales * * * These are submarginal mills.” (Daily News Record, Jan. 13, 1955.) 

It is apparent that the 90-cent minimum would not meet the needs of the 
textile industry for it would merely affect the few chiseling employers whose 
wage floor is substantially below the going minimum rates. 


8. $1.25 minimum is necessary to stabilize textile wages 


(a) The efforts of organized textile workers to lift the industry’s wage scale 
in line with general wage increases in other industries have been thwarted by 
unorganized employers. 

In 1951, the union won wage increases averaging 6% percent for workers in 
northern cotton-rayon and woolen-worsted mills. However, the southern mills 
(largely unorganized) refused to follow this pattern. Consequently, the New 
England cotton-rayon employers instituted arbitration in 1952 for a wage cut to 
wipe out the North-South wage gap created in 1951. The arbitrators found that 
an unfair competitive situation existed and ordered the 6% percent increase 
rescinded. The northern woolen and worsted mills obtained the same result 
through arbitration in 1954. 

The workers in this industry have therefore not shared in any of the annual 
rounds of wage increases since 1950, A high minimum would help restore the 
wage gains which had been lost. 

(b) Establishment of $1.25 minimum would put an end to the unfair com- 
petitive advantage of low-wage areas and would stabilize an industry which 
has suffered from severe dislocations due to plant migrations. Companies with 
long-established plants have uprooted thousands of workers in old textile com- 
munities by moving to low-wage locations. Entire communities have been 
stranded by irresponsible employers, leaving serious distress in their wake. 
Even areas which had welcomed runaway shops in earlier periods are now suffer- 
ing as bargain-hunting employers have found still lower-wage areas to move to. 

(c) The textile industry has proved its capacity to absorb higher minimum 
wages. It has been the bellwether in the history of Federal minimum wage 
determination. 

In 1939, industry committee No. 1 was appointed to consider the establishment 
of a higher minimum than 30 cents an hour for the cotton textile industry under 
the Fair Labor Standards Act. As a result, this industry was the first affected 
by such a minimum (32% cents in October 1939). In spite of the dire predic- 
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tions of employers, the industry absorbed the new minimum and employment 
increased. 

Twice in 1941 the cotton-textile industry was required to raise its minimum 
rate by order of the Wage and Hour Administrator, to 37% cents in July and to 
40 cents in October, thus reaching the rate specified in the statute 4 years 
prior to the date required by law (October 1945). Yet the industry was able 
to absorb these increases without reducing employment or inflating its price 
level. 

In 1945, the National War Labor Board used the cotton-textile case as the 
basis for arriving at a new rate for determining substandard wage policy when 
it ordered a 55-cent minimum in this industry. Again the employers adjusted 
to the new minimum without ill effects. 

In 1946, the National Wage Stabilization Board first adopted the 65-cent mini- 
mum under the substandards doctrine in approving this rate for the cotton- 
textile industry. Once again, the new minimum was absorbed without difficulty. 

In 1948, the Secretary of Labor ordered the adoption of S7 cents as the mini- 
mum wage for the basic textile industry under the Walsh-Healey Public Con- 
tracts Act. 

In 1949, $1.05 became the minimum rate for public contracts in the woolen and 
worsted branch of the industry. 

Thus, on 7 occasions in the past 16 years the textile industry has led the way 
toward higher minimum-wage standards as a result of Federal Government 
actions. The industry has proved its ability to adjust to the higher-wage levels. 
Its capacity to adapt to a realistic level in 1955 has been strengthened by the re- 
markable rate of technological improvement achieved since the end of World 
War ILI. 

(a) The textile industry needs the impetus of the increased purchasing power 
which the $1.25-minimum wage would provide. Consumer expenditures for tex- 
tile products have been lagging as a result of the inadequacy of buying power, 
particularly among lower-income groups. With food prices at record high levels 
and fixed expenses like rent, utility, and mortgage obligations and installment 
payments draining off the bulk of the income of wage earners at the bottom of 
the wage seale, these families have been left with less money to spend for items 
whose purchase can readily be postponed. The sale of coats, suits, dresses, and 
carpets has fallen drastically. An increase in the minimum wage would bene- 
fit those families which are most in need of clothing and housefurnishings. A 
boost in the demand for textiles can therefore be anticipated as a result of the 
adoption of the $1.25-minimum. 





Fact SHEET No. 5 


SAFEGUARDS OF LABOR STANDARDS ON PUBLIC CONTRACTS HAVE BEEN DESTROYED BY 
FULBRIGHT AMENDMENT TO WALSH-HEALEY ACT 


1. Walsh-Healey Act is a necessary supplement to Fair Labor Standards Act 


The Walsh-Healey Act is designed to safeguard labor standards on Government 
supply contracts, recognizing the fact that the Government is as legitimately 
concerned with the labor standards by Government contractors as with the 
standards and specifications of the products made under the contracts. 

The Walsh-Healey law provides the following standards not found in the Fair 
Labor Standards Act: 

(1) No Government contract work may be performed under working conditions 
which are unsanitary, hazardous, or dangerous to the safety and health of the 
employees. 

(2) Child labor is directly prohibited, boys under 16 years of age and girls 
under 18 years of age. 

(3) Time and one-half overtime payment is required for all work in excess of 
8S hours per day or in excess of 40 hours per week, whichever is greater. 

(4) There is no statutory ceiling on the minimum wage that may be established 
under the act. The Secretary of Labor may establish minimum wages for em- 
ployees working on Government contracts that are equal to prevailing minimum 
wages in an area or nation. 

(5) Minimum wages may be adjusted when economic conditions change with- 
out returning to Congress for authority to do so. 

(6) It prohibits employment of convicts on Government contracts. 
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(7) The law establishes standards for plants supplying the Government with 
materials to be consumed within a State. 

(8) The Walsh-Healey Act should not be repealed since it is complementary 
to the Fair Labor Standards Act. 


2. Workers in several industries have benefited from minimum wages set under 
Walsh-Healey Act 


The Secretary of Labor has set minimum wage rates at more than 75 cents 
an hour for work on Government contracts in the following industries: 










Effective Minimum 
date wage 





Industry Location 


I i tren et a ae United States. ...........- July 8,1950 $1. 05 




















Chemical and related products: 
Bone black, carbon black, lamp black________|_._-- RR Nig th Se ae Jan. 23,1951 1.40 
Cleaning and polishing preparations, insecti- | _---- OO ci ttn ae Cn, el Naa Ssecaie ‘i 
cides, fungicides. 
Industrial and refined chemicals---_-......._- 10 Southern States and |_....do_....__- 
District of Columbia.! 
















































































Saale seine alin Raat aleiecesiacabiee hs niebaled eam | 1.15 
 adpedtadeemoeres May 11,1951 .90 
branch. 

Drugs, medicines and toilet preparations__......_|...-- i eg i ered em. 290008 )1. anc. 
OR I I a oso inestesin io ead ere eee eneeiiae . = 

fk | eS Re ee eS eee |) | RE oeermer e . 27,1949 
Men’s hat and cap: Cap and cloth hat branch__.| United States__...._..__-- Nov. 16, 1948 . 85 
BN NII iin od aia caus ntwccacet sant cc tchned Ti Sc aa Dec. 6, 1954 1.10 
ge ee a aera re 12 Southern States ?______- Feb. 17, 1952 . 80 
Eh ee PAA ISS a Rae ES Other States and District |.....do_-_...-_- 1.05 

of Columbia. 
Pressed and blown glass and glassware_.____._-- Of eee Aug. 6, 1949 . 835 
Small arms ammunition, explosives, related |_...- | RE SE eA Ase. TR, G8 |}... -sceo-nns 
products. 



























Small arms ammunition 1.05 

ON Soh a ee 1.12 

Ee rcinetd ce tase oe Sishbidicd aecmueniniiee aah 1. 20 
ieee tics ad en ahhh jae dikcaa abcess oes Feb. 25, 1950 .95 
Surgical instruments and apparatus d Feb. 17, 1952 . 90 
Ng Bigs sig auhsligihs aeiteest abiahdpoadblck Feb. 21, 1953 41.00 
Uniform and clothing: 

OG Lwiend Oot Wii hn gedd Soin ceded Gent Sa Sees May 8, 1948 5.85 

RT TINIE in. kc brct en cecbin sad. cemenbhonndll | a een er Jan. 1,1949 5.85 
WU NIE SE WI sheen cccdtnanccsesosscncs lel OA nctucnouneeeeniaad May 7, 1954 61.20 





1 Maryland, Virginia, North Carolina, South Carolina, Tennessee, Arkansas, Mississippi, Alabama, 
Georgia, and Florida. 

2 Different minimum rates apply in each of 3 areas; $1.085 in 12 Southern States, $1.19 in 7 Midwestern 
States and East St. Louis, Ill., and $1.23 in the rest of the country. The minimum rates for auxiliary 
workers are 414 cents lower than the above in each area. 

3 Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, Oklahoma, South 
Carolina, Tennessee, Texas, and Virginia. 

4 Determination of Secretary of Labor of $1 minimum, effective Feb. 21, 1953, has been stayed by Federal 
district court in Covington Mills v. Durkin, so that the 87-cent minimum is still effective. 

§ Except auxiliary workers. 

6 Determination of Secretary of Labor of $1.20 minimum, effective May 7, 1954, has been stayed by Federal 
district court in the Allendale Co. v. Mitchell, so that the $1.05 minimum is still effective. 


3. Fulbright amendment has crippled administration of Walsh-Healey Act 


AMENDMENT 


During the consideration of the Defense Production Act of 1952, Senator Ful- 
bright of Arkansas proposed three amendments to the Walsh-Healey Act. Two 
of these were dropped. They sought to define the term “locality” to mean the 
“city, town, village, or other civil subdivision in which the materials are to be 
manufactured” and the term “open market” to mean “materials and supplies of 
standard types and construction as are usually sold generally in the open market, 
regardless of the method used for Government procurement.” 

The third amendment was adopted after consideration by the Senate Com- 
mittee on Banking and Currency. Labor was given a day in court only after 
considerable protest against the attempt to ram this provision through the com- 
mittee. The Senate Committee on Labor and Public Welfare never did consider 
or endorse the Fulbright amendment. No record vote was ever taken on the 
amendment in the Senate or in the House. 

This amendment provided for the application of the Administrative Procedures 
Act to the operations of the Walsh-Healey Act, formerly specifically exempt. 
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Only the Secretary’s or Administrator's right to grant exemptions to the statute 
remained unchanged. All rules, wage determinations, interpretations, and legal 
questions are subject to judicial review. 

By requiring rules, wage determinations, and interpretations to be subject to 
the Administrative Procedures Act, the amendment makes it necessary to give 
notice to the interested parties with adequate opportunity for them to participate 
in the proposed rulemaking and with the right for them to petition for amend- 
ments or repeals of a rule. 

All wage determinations have to be made on the record of a hearing and 
therefore compliance with sections 41 and 42 of the Administrative Procedures 
Act is mandatory. All persons in the industry, whether actually selling or 
possessing the ability to sell, can demand the judicial review of these determina- 
tions and has a right to institute them within 90 days after the determination is 
made. 

All such persons may institute proceedings for a judicial review of any legal 
question including wage determinations and the meaning of the terms “locality,” 
“regular dealer,” “manufacturers,” and “open market.” 

This amendment overruled the previous finding by the Supreme Court that 
determinations by the Secretary of Labor under the Walsh-Healey Act were final 
since the Government had the right to set the standards under which Government 
contracts were to be carried out (Perkins v. Lukens Steel Co.). 


CRITICISMS 


(1) Burdensome and Unnecessary Procedures Prescribed 





(a) Before determinations are issued, the Government must make elaborate 
preparations to conform with technical procedures. Motions are made and 
rulings requested even before the hearings are held. At the formal hearing 
technical objections to evidence are now raised. Morions are made to com- 
plicate the procedure. The very formality causes the hearings to be protracted. 
Then follows the preparation of the record at great cost in time and money. 
A proposed decision is then issued with invitations for written objections. After 
considering further objections the final order is prepared and issued. 

Comments.—(i) Secretary had normally preceded action by informal 
conference with parties. Hearings were open and cross-examination was 
allowed without the need of formal motions. Thorough consideration was 
provided. 

(it) Under current procedure, Secretary has not modified proposed orders 
as a result of objections which have unnecessarily delayed promulgation. 

(b) Procedure is slow-moving as a result of the need for complying with 
technical details: 

(i) Action should be quick under Walsh-Healey Act to cover Govern- 
ment orders being issued, to prevent wage order from becoming obsolete 
and to realize the act’s purpose. 

(ii) Legal tests start in the United States district court, the bottom of 

the judicial ladder. 

























(2) Procedure Discriminates Against Fair Standards 


Comments.—(a) Technical rules of procedure are inappropriate for quasi- 
legislative action by administrative boards usually exempt from Administrative 
Procedures Act or are only required to permit interested parties to present views. 
Thus, OPA, Departments of Defense, State, Interior, and others have not been 
subject to technical rules of procedure. 

(b) Nonlabor phases of Government contract are not subject to the require- 
ments for formal hearings. 

(c) Government has right to lay down rules for Government contracts out- 
lined by Congress. Congress decided there was a clear enough concept of 
prevailing wages for the administrative bodies to act and that in awarding 
contracts, none should be given to those who pay less than such a standard. 
Implementation is a matter of internal management and not properly to be sub- 
jected to the formal requirements of the Administrative Practices Act. 

(d) Legal tests can be initiated by a person with no Government contracts 
if he represents himself as a source of supply. 
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(3) Amendment Opened Up the Secretary’s Decision on Scope of Wage Order 
to Judicial Review 


(a) The original Fulbright amendments introduced a definition of “locality” 
which would preclude designation of wide geographical units or the entire United 
States as a proper area for wage determination. This attempt was frustrated. 
But the proponents are trying to achieve by indirection that which they failed 
to accomplish through congressional action. 

(b) By filing a court order challenging the Secretary’s finding of a single 
national minimum wage for the textile and woolen and worsted industries, vari- 
ous employers are seeking to nullify the Secretary's determination. 


(4) Amendment Opened Up Opportunities for Legal Action on Definitions of 
“Regular Dealer,” “Manufacturer,” and “Open Market” 


(a) Many interests have long tried to divorce the prime contractor from his 
responsibility for subcontractors. This would permit the prime contractor to 
turn the contract over to another who would ignore the labor standards which 
the contract requires. 

(b) Many have tried to get an exemption from the act by contending that 
they sell identical or similar products on the open market and therefore should 
be exempt from labor standards set under the Walsh-Healey Act. 

These are obvious subterfuges to get out from under the act. 


(5) Experience Proves Effective Administration Has Been Hamstrung 





(1) The amendment has effectively hamstrung the administration of the act. 
The Secretary of Labor has promulgated two redeterminations of minimum 
wages since the adoption of the amendment. Both have been effectively enjoined 
by the courts under the provisions of the amendment. 

(a) The Secretary of Labor ordered an increase in the minimum wage for 
the textile industry from $0.87 to $1 effective February 21, 1953 (applies to cot- 
ton, silk, and synthetic branches). The Federal District of Columbia Court 
stayed this order for the plaintiffs as a result of two suits (Covington Mills v. 
Durkin and Alabama Mills v. Durkin). After 2 years this case has not yet 
come to trial. Only recently the Government submitted its brief. 

(b) In the woolen and worsted industry, the Secretary of Labor ordered an 
increase in the minimum wage from $1.05 to $1.20 for the broadwoven, yarn, 
thread, blanket, and pressed-felt branch, effective May 7, 1954. The Federal 
District Court for the District of Columbia stayed this order as a result of a 
suit filed by the Allendale Mills. More than 2 years later this case had not yet 
come to trial. 

(c) At the time of the passage of the Fulbright amendment (June 1952) pro- 
ceedings were then in process for the following industries: aviation textile prod- 
ucts, battery ; canvas products; envelopes; flour and cereal; metal business fur- 
niture; neckwear; paper and pulp; photographic equipment; scientific instru- 
ments ; textiles and woolen and worsted; and tobacco. The order for the mental 
furniture and paper and pulp industries were ready for signature. Only the 
metal business furniture order has been issued; it became effective on December 
6, 1954. 

Result—Two and one-half years after the passage of the amendment, the record 
is devoid of effective wage administration under the Walsh-Healey Act. 

The Fulbright amendment has vitiated the effectiveness of the Walsh-Healey 
Act in setting minimum wages for Government work in line with the pre- 
vailing minimum wage. The delay has been tantamount to nullification of the 
act since the new minimum rates will be obsolete before the orders are released 
from the judicial proceedings made possible by the amendment. 


(6) Legislative Correctives 


(a) We favor the full repeal of the Fulbright amendment. We wish to restore 
to the Secretary of Labor the rights he previously possessed and no court actions 
shall be permitted to contest his findings. Bills introduced by Senators Green 
and Smith (Republican, Maine) and Congressmen Fogarty, Heselton, Nelson, 
and Addonizio would accomplish this purpose. 

(b) Senator Payne (Republican, Maine) and Senator Kennedy (Democrat, 
Massachusetts) have introduced a bill which would permit the Secretary of 
Labor to use such geographic area or areas as he finds to be appropriate giving 
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due consideration to locations of establishments, areas of marketing competition, 
or other competitive factors. 

It is felt that through this clarification, the opponents of the act would have 
far.less.basis for utilizing the Fulbright amendment. 


Fact SHEET No. 6 
LOW WAGES PRODUCE SUBSTANDARD CITIZENS 


Workers in the low-wage industries now covered by the Fair Labor Standards 
Act constitute a substantial proportion of the Nation's wage and salary earners. 
Among the nonfarm, nonservice workers, and non-self-employed, numbering 42.5 
million persons, some 16.7 percent earned under $1,500 in 1952 (7,125,000 per- 
sons), and a second group comprising 19.5 percent earned between $1,500 and 
$2,000 spent $16.42 per week ($5.82 per person) on the average for food at 
be raised by the adoption of the $1.25 minimum. The current low-wage rates 
have kept their earnings depressed with consequent unfortunate effects. 


1. Low incomes cut down nutritional level below reasonable standards 


Studies of the way families at various income levels in cities and towns used 
their food money in 1948, which are as typical now as then, show the following: 

“Low-income families use a much larger share of incomes for food than do 
high-income families. * * * Families with less than $2,000 income, about one- 
sixth of the total number, used 48 percent of their incomes for food ; those with 
incomes of over $2,000 used 30 percent. 

“The dollar amount spent by low-income families for food is less than that 
spent by higher income groups. * * * City families with incomes of less than 
$2,000 spent $16.42 per week ($5.82 per person) on the average for food at 
home and away from honie—$11 less than families with incomes over $2,000. * * * 

“* * * 1 of every 6 city families was spending less than $5 a week per person 
for food at home and away from home—a sum with which it was difficult to 
buy a nutritionally adequate diet without careful management. The burden 
of economizing fell particularly hard on the low-income families. Of those with 
incomes under $2,000, a third were spending less than $5 per person for food, 
a third between $5 and $7, and a third over $7. * * * About half of the low- 
income families with four or more persons spent less than $5 a person a week. 
It is probable that many of these families did not secure nutritionally adequate 
diets. * * * 

“Low-income families use more grains, less milk, meat, vegetables, and fruits. 
Their homemakers spend less in actual dollars for major food groups—except 
flour and cereals—than those not so limited. * * * 

“City households with incomes of less than $2,000 purchased about 20 percent 
less milk and vegetables and fruits; about 5 percent less eggs and meat, poultry, 
and fish; and 10 percent less bakery products than households with incomes of 
$2,000 and over. * * * : 

“Low-income families have less nutritious diets. Differences in food used 
by high- and low-income families were reflected in the nutritive value of their 
diets. * * * Diets of city families with incomes under $2,000 contained about 
10 percent less calcium and riboflavin—for which milk and milk products are 
the chief sources—than the selections of higher income families, and 12 percent 
less vitamin A value and ascorbic acid, contributed to the diet in largest quan- 
tities by fruits and vegetables. The protein content of diets of these low-income 
families was 7 percent less than in diets of higher income families. 

“Among the dietary essentials, calcium was the nutrient most likely to be low 
in the food of low-income families. The average amount in diets of families 
with incomes below $2,000 in the spring of 1948 was less than the allowances 
recommended by the National Research Council. This meant that diets of about 
50 percent of the families at this income level did not include foods which 
supply calcium in amounts recommended by nutrition scientists.” (From Mate- 
rials on the Problem of Low-Income Families. ) 


2. Low incomes impair health of workers and their families 

National Health Survey (1935-36) findings for gainfully occupied persons 
aged 15-64 show that the low-income groups are a breeding ground for disable- 
ment. Nonrelief families with incomes under $1,000 had 9.1 average annual 
days of disability per worker compared to 5.2-5.8 days for families with higher 
incomes. (Disability Among Gainfully Occupied Persons, Social Security Board, 
1945.) 
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According to a Social Security Board report, “in the homes of the poor, 
sickness comes oftener and lasts longer than in the homes of the well-to-do, 
and death comes earlier. The chance for health and even for survival is far 
less among low-income groups than among families in moderate or comfortable 
circumstances. * * * Much of the cost ot dependency which results from this 
association of sickness and poverty is borne by the whole populoation.” (Need 
for Medical Care Insurance, Social Security Board, 1944.) 

The death rates for gainfully employed male workers increase as we descend 
the occupational ladder toward the lowest paying nonagricultural jobs: 


Death rates, 10 selected states, 1930 
[Per 1,000 gainfully occupied males, 15-64 years] 


NN ee red ne Sahicchetin raceieenea bene ememnnam 7. 00 
I cp meni nee ncm etree 7.38 
es necp apeesshaein aeceemaniaeiineaaiiaer wean 7. 40 
Nee nee ee pcieiecy-dhee<eerdemcqniaoesohes dnp bemantinmeictinngitversaie 8. 12 
er ls oe Fe ee ci | isi wee dich Danae 9. 86 
el aia aclc stm iti mle simaaannneaieDesraiiggy 13. 10 


Source: Jessamine S. Whitney, Death Rates by Occupation, National Tuberculosis 
Association (1934). 


After a full survey of the data, the President’s Commission on Health Needs 
of the Nation (1953) concludes: “The health of the American worker has been 
improving steadily over the past several decades. * * * [But] these gains have 
not been uniform throughout the labor force. Workers in less favored occupa- 
tions still have a higher mortality rate than do more favored categories. Death 
rates increase as the socioeconomic scale is descended. Studies by income level 
and by racial groups show significantly lower life expectancy and higher mor- 
tality rates for those groups from which the lower paid ranks of industrial 
employment are largely filled” (vol. 2, p. 57). 

The children of low-income families suffer the most from the lack of adequate 
medical care resulting from poverty. According to the Report of the Presi- 
dent’s Commission on the Health Needs of the Nation (1952 

“One inescapable fact in regard to the health needs of children is that the 
lower the economical level, the greater the death rate. * * * 


“The importance of the relationship between income and various health defi- a 
ciencies was forcefully emphasized in the recent comprehensive study of child ta 


health services conducted by the American Acadamy of Pediatrics with the co- 
operation of the Public Health Service and the Children’s Bureau. The report 
of this study described the wide disparities in the amount of health facilities 
and services for children among differing economic groups and between urban 
and rural areas in various parts of the country. 

“The major findings of the study are summarized graphically in relation to a 
grouping of States into four classes of descending per capita income. With 
respect to total volume of medical care, private practice, hospital facilities, or 
community health agencies, the wealthier States have rates above the national ; 
average and the States with lower per capita income have rates below the 
average. In this there is a dramatic consistency. Conversely in undesirable 
attributes, such as infant death rates, the poorer sections show an excess. In 
lowering death rates nothing seems quite as effective as raising the level of 
economic well-being.” 

Maternal deaths in childbirth are much higher in low-income than in higher 
income areas. In 1949, the rate of maternal deaths per 10,000 live births was 
15.7 in States with per capita income under $1,000, compared to 10.4 in $1,000— 
$1,249 States, 6.4 in $1,250-$1,499 States, and 6.7 in States with income of $1,500 
and over. 

The draft rejection rates during World War II illustrate the relation between 
low income and poor health. Rejection rates were highest for North Carolina, 
South Carolina, and Arkansas, three States at or near the bottom of the States 
listed according to per capita income. 


3. Low incomes force families to live in substandard housing 


In 1950, there were 1,645,000 nonfarm families with incomes of less than 
$1,999 who were occupying dilapidated dwelling units; these comprised 17 percent 
of the total number in this income bracket reporting on the condition of their 
housing (9,735,000). By comparison, there were 1,122,000 nonfarm families 
with incomes of $2,000 or more who lived in dilapidated units, or 4 percent of 
the total in these income classes (25,249,000). 3 
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The number of under $1,999 nonfarm families dwelling in units that were not 
dilapidated but were deficient in plumbing was 3,426,000, or 35 percent of the 
total in this income class ; the number of 2,000 and above nonfarm families living 
in units deficient in plumbing was 4,072,000, or 16 percent of the total in these 
brackets. 

The total number of dwelling units which were dilapidated or deficient in 
plumbing, or both, was 10,266,000, of which 5,071,000 were inhabited by families 
with under $1,999 income. The proportion of these low-income families living 
in substandard houses was 52 percent, compared to 21 percent for families with 
incomes of $2,000 or more. (Data are from United States Bureau of the Census.) 

The plight of the low-income groups has not been improved since 1950 for 
while the construction boom has resulted in the building of over 4 million new 
dwelling units for middle and higher income families, only 175,000 new units 
have been publicly financed for low-income families in the past 4 years. The 
latter cannot afford to live in the new houses being built by private interests. 
As a result, the disparity between the housing conditions of the poor and the 
rest of the population is rapidly widening. 

In addition to suffering from dilapidated structures and lack of plumbing, 
the housing of low-income families is generally overcrowded and suffers from 
inadequate light and air. The low-income family simply cannot afford decent 
housing. An inerease in the Federal minimum wage to $1.25 an hour would 
enable more workers to live in decent homes, offering a real stimulus to the 
construction of low-cost housing above the subsidy level. 


}. Low wages increase public expenditures and industrial cost 

The price which the community and the Nation pay by tolerating low incomes 
far exceeds the cost of providing decent wages. 

The substandard housing which low-income families are forced to inhabit is 
the breeding ground for slums and blighted neighborhoods. As noted by the 
subcommittee on urban redevelopment of the President's Advisory Committee 
on Government Housing Policies and Programs, “the huge cost of slums has 
been documented many times in terms of disease, crime, juvenile delinquency, 
waste, and erosion of the dignity and the character of our fellow citizens.” The 
report of the subcommittee, published in December 1953, goes on to recount the 
“fearful economic cost of slums” as follows: 

The fact is that our cities are caught in a descending spiral which leads to 
widespread municipal insolvency. The accumulated and continuing spread of 
blight eats away at the assessable base of the cities. As the blight spreads, it 
is inevitably followed by crime, fire, disease, and delinquency. Thus, does the 
need for city services increase. But the city’s ability to meet the increased 
budget is automatically impaired by the very blight that creates the demand. 
More blight, more demand for services, less revenues to meet the demand—that 
is the downward spiral in American cities. Most often the cities with the 
greatest slum problem have the least capacity to deal with it. Hence, the call 
for Federal aid. 

The following reports from various localities are indicative of the burdens 
placed on municipal finances by slum conditions : 

Philadelphia: In 1947, revenues from a blighted area were $161,000 and ex- 
penditures, $271,000. 

Newark, N. J.: In 1946, revenues from a slum area were $167,000 and ex- 
penditures, $534,000 while revenues from a superior residential neighborhood 
were $141,000 compared to expenditures of $65,141. Expenditures per capita 
were $129 in the slum area compared to $93 in the better area. 

Baltimore: In 1948, blighted districts, 9% percent of the city’s area, received 
40 percent of the budget. In five slum areas the revenues were $958,000 com- 
pared to expenditures of $2,212,000. Total deficit due to excess expenditures in 
all biighted areas amounted to $14,300,000. 

Detroit: In 1945, the Detroit News estimated that 20 percent of the city’s 
residential and small-business area had declined to the status of slums and 5 
percent more had been blighted. The rest of the city’s real property had to 
bear not only its own share of the city’s taxes but make up for the shrinkage in 
property values in the slums and blighted areas. 

Denver: 1950 series of articles in the Denver Post reported as follows: 

Denver's blighted area comprises less than 10 percent of the land in the city, 
about 6 percent of the population, and 6 percent of living units * * * It receives 
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40 percent of all general relief funds—nearly seven times its “share” on a popu- 
lation basis. It receives 34 percent of all aid to dependent children money— 
nearly six times its “share” on a population basis. It accounts for 32 percent of 
all police calls—more than three times its “share’ on a population basis. It 
produces 30 percent of Denver General Hospital’s case load—five times its 
“share” on a population basis.. It provides a third of the workload for the city 
sanitation department—five times its “share” on a living unit basis * * * 
Assessment records show clearly that blighted property pays less taxes than 
standard areas. * * * Take a typical block in the substandard area. It con- 
tains 25 living units and 2 commercial developments. The entire block pays 
the city $1,300 a year in taxes * * * It isn’t hard to see where the money comes 
from—and where it goes. 

Los Angeles: In 1947, blighted areas paid $4.25 per capita in taxes compared 
to $11.30 in nonblighted areas and the cost to the city for services was $7.11 per 
capita in blighted areas and $3.67 in nonblighted areas. 

San Francisco: In 1946-47, a slum area provided $368,000 in revenues and 
cost $741,000 in services while a good area provided $556,000 in revenues and 
cost $87,000 in -services. : 

These marked disparities are due to the demoralizing effects of poverty and 
slum conditions. The direct costs to the taxpayers in the form of local govern- 
ment deficits and State and Federal subsidies are great. But they are exceeded 
by the losses to society from the limited vigor and development of workers who 
received substandard wages. 

Workers who suffer from inadequate nutrition are poor producers. They 
are more frequently ill than others and therefore absent from work more often. 
Persons in poor health and afflicted by financial concerns tend to be poor accident 
risks. Low wages minimize the worker’s interest in the job. 

It is a well-established maxim of American life that high wages produce a 
better worker and a more productive industrial citizen. The loss in productivity 
resulting from substandard wages is many times greater than the cost of raising 
wages to a minimum of $1.25 per hour. 


5. Low incomes deprive families of educational opportunities 


Comparison of families with incomes under $2,000 with those of $3,000 or more 
in 1946 shows that only 38 percent of the heads of the low-income families had 
gone beyond elementary school in their education while 60 percent of the heads 
of families with $3,000 or more income had more than elementary school training. 
Moreover, only 6 percent of the low-income family heads had progressed beyond 
high school in their education while 20 percent of the $3,000-or-above family 
heads had one or more years of college. (United States Bureau of the Census.) 

Various studies of the relation between parents’ income and education of chil- 
dren and youth show that “there arises a tremendous waste of human resources, — 
in the abilities, skills, and vitality of youth in the lower-income groups who are 43 
defeated in their education careers.” This conclusion and the following findings 
are from Materials on the Problem of Low-Income Families, assembled by the 
Staff of the Joint Congressional Committee on the Economic Report (1949) : 

College opportunities fell off rather abruptly when the family income was be- 
low $2,000. Chances of going to college were five times as great when parental 
income was $5,000 and over as they were when the income was less than $5,000. 
In the case of the lower-income families, so large a proportion of the income must 3 
be spent for the bare necessities of life that there is little or nothing left for Hi 
education, health, or recreation. 

* * * from 38 to 5 percent of our young people, or annually some 75,000 to 
125,000 are of college caliber and would go to college if they could but are pre- 
vented by poverty * * * young people of average intelligence, though not suited 
for the traditional college, are also missing out on educational opportunities of a 
vocational nature offered by junior high schools and technical institutes. 

On the whole, there is a singular lack of evidence for any correlation between 
the ability to pay for a college education and the ability to benefit from it. Since 
the opportunity for college education depends so largely on income, millions of 
young people are not only denied the chance to develop their capacities but the 
Nation is irreparably deprived of a vast amount of potential leadership and po- 
tential competence which it can ill afford wantonly to throw away. a 

Children born and brought up in families with substandard incomes are handi- 4 
capped from the beginning. They are undernourished and deprived of the & 
opportunity for education and training that would enable them to rise above 
the economic level of their origin. They are forced to go to work at an early 
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age to help support the family. They tend to become the progenitors of the next 
veneration of substandard citizens. Their families are generally larger than 
those of higher income groups and even with several members of the family 
working, their earnings are inadequate to provide them with decent standards 
of health and education. 

6. Low wages create depressed and underdeveloped areas 

The areas of the country which are characterized by low wages are those in 
which average per capita income is low the degree of industrialization and retail 
sales tend to be low. Thus, Mississippi, the lowest-income State ($834 per capita 
in 1953 compared to $1,709 for the United States as a whole), also has one of 
the lowest proportions of its income from manufacturing payrolls (13.4 percent 
compared to 25.7 percent in the United States in 1953) and the lowest per capita 
retail sales ($486 in 1948S compared to $893 for the United States). 

It is evident that low wages and industrial backwardness go together. Busi- 
ness enterprise does not flourish in a low-income economy. Local enterprise 
and industry find little encouragement in an area which doesn’t furnish a ready 
market for their goods. Retail trade cannot prosper in a community with 
inadequate purchasing power. 

The rise in the purchasing power in the Southern States, due in part to wage 
increase, has provided the base for much of the recent industrial expansion in 
that area. Many national companies have established branch plants to tap this 
vrowing market, which is expanding as wage incume grows. 

Such areas must depend upon outside capital as well as market for their 
industrialization and, by so doing, often forfeit their economic well being. The 
absentee stockholders have little interest in the welfare of the community of 
which they are not a part, or in the workers who are not their neighbors. Profits 
are drained from the area and are not used for local development. 

A realistic minimum wage law would protect workers employed by irrespon- 
sible absentee owners and would thus enhance the development of industry in 
our underdeveloped areas. Increased purchasing power in these areas can form 
the basis for beneficial industrialization by local enterprises. The regional prob- 
lems of our national economy stem from inadequate buying power. An ade- 
quate wage floor would help overcome this deficiency. 


Fact SHEET No. 7 
ALABAMA SHOULD SUPPORT HIGHER MINIMUM WAGE 


1. Industry absorbed 75-cent minimum without difficulty in 1950 


The adoption of the 75-cent minimum in January 1950 was accomplished with- 
out difficulty in Alabama industries. Most critical industries were not affected. 
The textile, metal, and mining industries as well as the paper, printing, and 
petroleum industries were unaffected. Few workers in these industries were 
then receiving less than 75 cents. The industries primarily affected were the 
food, apparel and lumber groups, employing less than 20 percent of the covered 
workers, which adopted the 75-cent minimum with favorable results. 

The largest group requiring wage adjustments was the lumber and wood 
products group employing some 38,500 workers in January 1950. The average 
hourly earnings for this group rose by 13 cents from January to March 1950, 
Dire predictions of liquidation of marginal mills and widespread unemployment 
following the adoption of the 75-cent minimum were belied by the facts. Em- 
ployment remained stable during the early part of 1950 and actually increased 
substantially at the end of the year, with 2,500 more workers employed in 
Alabama saw and planing mills in December (36,000) than in January (33,500). 
Actually, the United States Department of Labor reports that the number of 
southern sawmills with eight or more employees, the only mills covered, “in- 
creased slightly” between the last quarter of 1949 and March 1950 from an esti- 
mated 5,292 to 5,350. (Results of the Minimum Wage Increase of 1950, p. 51.) 

The food industries had to increase their average hourly earnings by 7 cents 
to meet the new minimum, the average rising from $1 cents in January to 88 
cents in April 1950. Here again the adjustment was effected with ease, with no 
change in the employment level of 13,000 workers. Actually employment has 
since risen to 14,600 in January 1955. The third large group to be affected was 
the apparel industry, which had to increase its average from 82 to 88 cents with 
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the adoption of the 75 cents. The higher minimum has had no deterrent effect : 
apparel employment has practically doubled since January 1950. The industry 
has prospered. 

Higher wages did not inhibit the growth of these industries. They helped 
manufacturers in highly competitive industries to pay higher wages when they 
could not voluntarily undertake to do so for competitive reasons. 


2. General increases in Alabama wages since 1950 have made the 73-cent minimum 


obsolete 


Alabama has kept pace with, and in many industries, outdistanced wage 
trends in the country as a whole since January 1950. Average hourly earnings 
in all manufacturing industries in the United States have risen by 42 cents. 
The prevailing pattern of increases negotiated in unionized American industries 
totaled 40 to 52 cents in the last 5 years. 

In Alabama, wage increases in the major industries other than textiles, have 
met or exceeded their counterparts in the rest of the country. The general 
average for the States manufacturing industries has not risen as much as the 
national average, increasing by 33 cents, from $1.12 to $1.45, primarily because 
of the sluggish textile industry, which has given no general increases since the 
spring of 1951, and the existence of the lagging wage industries of food, apparel 
and lumber. These latter industries need the help of the national minimum to 
bring them abreast of the national tend (table I). 

Average hourly earnings have risen in the major industrial groups by impres- 
sive amounts. The increases fh average hourly earnings from January 1950 
through January 1955 have been as follows, in order of magnitude: 67 cents in 
metal mining ; 63 cents in products of petroleum and coal; 58 cents in transporta- 
tion equipment; 56 cents in primary metals and bituminous coal mining; 50 
cents in paper and allied products; 48 cents in chemical and allied products and 
printing and publishing ; 40 cents in fabricated metals; 36 cents in food indus- 
tries ; 22 cents in stone, glass, and clay products; 12 cents in apparel; and 8 cents 
in textile mill products. 

These increases in the principal Alabama industries have made the 75-cent 
minimum completely obsolete. The lagging industries must be brought up. 


38. A modern minimum of $1.25 is needed: Recommended 90 cents is inadequate 


The President of the United States has recommended a 90-cent minimum wage. 
The trade-union movement has proposed that the new minimum be $1.25. The 
latter wage is a reasonable one because it is economically feasible and is essential 
to the maintenance of workers’ families. Looking about the Alabama industries, 
we know that many major industries pay minimum rates equal to or higher than 
$1.25. Those which are below can raise their minimum with constructive results. 
Those which require large increases are industries which have granted few 
increases since January 1950. Many of these are modern and capable of paying 
decent wages but have held back only because of competitive forces and the 
backward fringe of employers. They need the aid of the law to raise wages to 
adequate levels. 

A consideration of the industry groups and the scales prevailing in them con- 
firms the above conclusion (table II). 

(a) Mining.—The average hourly earnings for bituminous coal are $2.23 and 
the union minimum is $2.02. 

In the metal mining industry, earnings are only slightly lower, at $2.14, with 
the minimum in union mines at $1.57. These industries employ 13,000 persons. 

(b) Metal Industries.—Few if any workers in the metal industries would be 
affected by the adoption of the $1.25 minimum. Of the total of 342,100 employees 
in the State’s industries subject to the act, 68,100 are in the metal group, or 20 

reent. 

Pm) The primary metals industry, with 41,900 workers in the State, has a 
standard union minimum of $1.57, the same for Alabama as in the rest of the 
country. This is the minimum rate prevailing in the plants of United States 
Steel Corp. and most of the other iron and steel producers in Alabama. The 
minimum rate at the Aluminum Co. of America plant at Mobile is $1.595. 

(2) The fabricated metals industry, with 8,900 Alabama workers, generally 
pays minimum rates of over $1.25. The fabricating plants of United States Steel 
Corp. and Republic Steel Corp., the major basic steel companies, pay a minimum 
of $1.57 and other large fabricators (Lamson & Sessions Co., United States Pipe 
& Foundry Co., ete.) pay $1.40 minimum or better. 
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(3) The 9,500 employees of the transportation equipment are generally cov- 
ered by minimum rates in excess of $1.25. Thus, Pullman Standard Car Manu- 
facturing Co. has a minimum of $1.57, Alabama Dry Dock & Shipbuilding Co., 
$1.50 and Hayes Aircraft Corp., $1.36. 

(4) In the machinery industry, with 6,800 workers, wages are generally in 
line with the rest of the metals industries. The Allis Chalmers Manufacturing 
Co. plant in Gadsden has a minimum of $1.38 and General Electric in Anniston, 
$1.175. 

(¢) Paper industry.—Average hourly earnings in the State are $1.82 compared 
to the United ‘States average of $1.78. The minimum rate for union mills is $1.44. 

(d) Printing and Publishing.—With an average of $2.08 per hour and union 
minimum of $1.275, this industry would not be affected by the $1.25 minimum. 

(e) Chemicals.—Average hourly earnings are $1.56 and union minimum rates 
are over $1. Thus, Stauffer Chemical Co. pays a minimum of $1.53 and Mathie- 
son Chemical Corp., $1.05. 

(f) Products of petroleum and coal.—Average hourly earnings are $1.97. The 
Pure Oil Co. pays a minimum of $1.233 and Sinclair Refining Oo., $1.12. 

(7g) Stone, clay, and glass products.—Average hourly earnings are $1.48 and 
major union mills pay minimum rates in excess of $1.25, e. g., AAA Corp., $1.40, 
Birmingham Slag Co., $1.41. 

(h) Rubber products.—The Alabama plants of the major rubber companies 
pay minimum rates well over $1.25: Goodyear, $1.435, Goodrich, $1.68. 

(i) Textiles —The standard union minimum rate is $1.085. This minimum 
is paid by such major Alabama mills as Cone Mills Corp., Huntsville Manufac- 
turing Co., Lincoln Mills of Alabama and Standard-Coosa-Thatcher Co. 

(j) Food industries —Wages have moved up sharply since early 1950, when 
a rise of 7 cents per hour resulted from the effectuation of the 75-cent minimum, 
The average wage increased by 29 cents an hour from April 1950 to January 
1955 (from $0.88 to $1.17). Union minimum rates in meat processing plants 
vary from $1.475 (Armour branch plant in Birmingham) to $1.55 (Armour 
main Birmingham plant, Hormel & Star Provision Co.) and at bakeries from 
$1.15 to $1.205. 

(k) Transportation and public utilities—The minimum rate for the State’s 
sell Telephone System is $1. Railroad workers receive no less than $1.25. 

Of the 342,100 workers employed in Alabama’s nonagricultural industries which 
are predominantly subject to the wage provisions of the Fair Labor Standards 
Act, only two industries (apparel and lumber and wood products) would be 
significantly affected by the adoption of a minimum under $1. These indus- 
tries employed a total of 50,600 in January (17,800 in apparel and 32,8000 in 
lumber ). 

There is no justification for permitting the employers in these two industries, 
comprising less than 15 percent of the State’s workers subject to the minimum 
wage, to continue paying substandard wages. The workers in these industries 
are entitled to the minimum pay standards prevailing in the large majority of 
the State’s industrial establishments. 


}. Higher minimum wage would stimulate growth of the State 


Wages in all but three manufacturing and mining industries in Alabama are 
substantially below the United States average despite large increases in recent 
years (table III). The industries with the widest disparities in wages (food, 
apparel, and lumber) are the ones which would be most significantly affected 
by the adoption of an adequate minimum wage. 

Low wages mean low per capita income in the State. Wages and salaries 
comprised 65 percent of Alabama’s income in 1953 and the average income per 
person was $1,048, 39 percent below the United States average of $1,709. While 
Alabama had 2 percent of the Nation’s population, it had only 1.2 percent of 
the income. 

Low incomes mean poor markets for the State’s industries and services. Thus, 
retail sales in Alabama have not kept pace with the rise in the Nation’s con- 
sumption. While sales in the United States increased by 8 percent between 
1951 and 1953 the rise in Alabama was 7 percent. 

Establishment of an adequate minimum wage would bolster the purchasing 
power of Alabama’s underpaid workers and thereby contribute to the further 
growth of the State’s industry. As noted by Glenn McLaughlin and Stefan Ro- 
bock, Government specialists on industrial location, “in the postwar. period the 
attraction of the South as a market and as a source of materials has been 
responsible for the bulk of the new industry. (Why Industry Moves South, 
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National Planning Committee of the South.) Higher wages in the low-wage 
industries will stimulate expansion of new industries. 

Adequate wages are no obstacles to industrial expansion. The region with the 
highest factory wage rates and per capita income in the Nation (the Far West) 
has enjoyed the fastest rate of industrial growth. From 1950 to 1953, the 
income of the Far West (California, Nevada, Oregon, and Washington) rose by 
30 percent, compared to 26 percent in Alabama and 24 percent for the United 
States. Particularly impressive was the advance of three-fifths in Far West 
factory payrolls—an increase half again as large as that for the Nation. 

Expenditures of manufacturing establishments in the Far West for new plant 
and equipment amounted to $756 million in 1953, 47 percent more per capita than 
the $99 million spent in Alabama. The average hourly earnings in Far West 
manufacturing industries varied from a low of $1.97 in California to $2.12 in 
Oregon, compared to Alabama’s average of $1.39 in 1953. Obviously, the higher 
wages prevailing in west coast factories have not impeded industrial growth in 
that region. In fact, the high purchasing power enjoyed by the region’s workers 
has served to stimulate growth in industry and trade seeking to tap this rich 
market. 

The process of industrial expansion in response to growing domestic markets 
has been the mainspring behind the growth of the American economy. A real- 
istic minimum wage would enable Alabama to share more equitably in the 
great American income stream and enhance its industrial growth. 


TABLE I.—Employment and average hourly earnings in Alabama manufacturing 
and mining industries, January 1950 and 1955 


























Average hourly 
Employment ! earnings ? 
Industry CT | ——|—_— — - 
January | January | January January 4 
j 1950 | 1955 | 1950 1955 7 
sills es 
| Thousands | Thousands | 4 
EE AA ee BB ce EO I 208. 1 223.7 | $1.12 | $1. 45 
I ase ha led eee as Son) eet i ta nic il 13.0 | 14.6 | 81 1.17 
NO EERE ERAT ITAA 51.7 | 48.1 | 1.13 1. 21 4 
dh ald Lata: Ale CRIA 2 le od | | LA, | 9.3 17.8 .82 94 
Paper and allied products__-_-..................--- 7.1 8.8 1.32 1.82 @ 
Printing, publishing, and allied products_-_----___-- 4.2 | 4.7 1.61 2. 08 x 
Chemieal and allied products ---.................-- 6.2 8.7 1.08 | 156 
Products of Petroleum and coal_...._._._._._____-- 3.1 2.9 1.34 | 1.97 §& 
Stone, clay, and glass products 6.7 | 6.7 1. 26 | 1.48 & 
PI NON: 6c diceids pion te diviendeiows 44.7 41.9 1. 42 1.98 
Fabricated metals._________- 5.8 8.9 | 1.28 1. 68 
Transportation equipment 4.3 9.5 | 1.38 1.96 
SI nt pl i ae cas 22. 2 14.6 | 1.53 | 2.12 §& 
OI iho ech h Sn atten sntensedonh 6.3 | 3.7 | 1. 47 | 2.14 
Bituminous coal mining..._............------------ 14.4 9.2 1. 67 | 2. 23 
{ 1 








1 Wage and salary workers. 
? Production workers. 


Source: Alabama Department of Industrial Relations. 
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Company 


Primary metals 





1 EEE 

Woodward Iron Co_-...----- 

Goslin-Birmingham Manu- 
facturing Co. 


U. 8. Beael Corp. ..08ssw<s 


(ee ees 


EAI. 5: asia sess tecovntianin iareseleip igiad das 


Republic Steel Corp-..------ 


DG: s coccngudebnesseagand lei 
H. K. Porter Co., Inc... .--- 


Republic Steel Corp-----.---- 
U. 8. Steel Corp.c. 2. 50-2... 


Jackson Industries, Ine.. - --- 


U. 8. Steel Corp--. 


Union Carbide & Carbon | 


Corp. 


| 
Ajluminum Company of 


America. 


Fabricated metals 


U. 8, Steel Sammi J. 


McWane Cast Iron Pipe - - - 


Southeastern Metals Co_----|-___- 


Vulean Rivet & Bolt Co___- 
Southern States Iron Roofing 


U.S. Pipe & Foundry Co-_-- 
Virginia Steel Co., Ine____--- 
McGraw Electric Co-------- 


0’ Neal SteelWorks Co_____-. 
Stockham Valves & Fittings, 


ING. << cn cad Gnome n meee 


Lamson & Sessions Co 


American Can Co 


Essex Wire Corp 
Transportation equipment 


Alabama Dry Dock & 
Shipbuilding Co. 





Doran-Alabams Propeller 


0, 
Pinto Island Metals Co----- 
Hayes Aircraft Corp-__------- 


Chevrolet Motors Division, 
General Motors Corp. 
Pullman, Standard Car 
Manufacturing Co. 
Taylor-Wharton Iron & 
Steel Co. 


Machinery (including 
electrical) 


Anniston Tube Works of the 
General Electric Co. 


Allis-Chalmers Manufactur- 


ing Co. 





Chemicals 
Hanna Paint Co 


Mathieson Chemical Corp-_-| McIntosh 
Stauffer Chemical Co--_---- 











Alabama Metal Lath Co-_-- 
Choctaw, 362 c.3 202. 
Continental Can Co______--- 
Bethea Foundry, Inc_.-_---- 


| North Bir- | 


Bowscesec 
ingham -- 


Birmingham _- 








Birmingham -.- 


Union 


USA-CIO-... 
..; USA-CIO 
..| USA-CI1O 





..|-I0E-O10........- 


| UAW-CIO 





Workers. 





Manufacturing 


USA-CIO....-. : ; 





Independent | 
Union of Ma- | 
rine & Ship- 
building Work- 





United Gas, Coke | 
& Chemical | 
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Products 
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Pig iron 
Steel casting 


Steel... -- 
_do 


do 
do 


do 
.do 
.do.. 
.do 


Castings 
Steel 
Manganese 


Alumina. 


Fabricating 
Pipe 
Fabricating 
Bolts and rivets- 
Aluminum roofing 
Cast iron pipe _. 

| Fabricating - -- 

| Galvanizing rods 
Fabricating - _- 


Valves and fittings 
Bolts and rivets 

Fabricating - __ -- ; 
Steel culverts____- 





| Shipbuilding and 
repair. | 


Propeller repair --- 
Ship scrapping. --.| 
Aircraft ny 
Auto parts -_-.--- 

Railroad cars_-.-. -- 


Railroad equip- 
ment. 


Agricultural 
equipment. 





Caustic__ - 
ss eres ; 
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Female 
Aluminum wire.-_-| 
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TABLE II. Minimum wages under union agreements in Alabama—Continued 
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) | Plant 
Company Location Union emer Products mini- 
mum 
Nonmanufacturing 
Products of petroleum and coal 
te Birmingham Oil Workers Inter- | 
and Tusca- ternational Un- | 
| _ loosa. | ion, CIO, 57 | Bulk plate_.-.----- $1. 233 
Sinclair Refining Co-__.------ Birmingham -__|.....- eh oi. fins uu des onneeuseee 1.12 
Stone, clay, and glass products | 
Alabama Aggregate__.......- | Polhem....... | United Stone & | 50 Lime rock--------- 1. 1644 
| Allied Products. 
nn Ds cies ae of Amer- | 16 | Mine dust_..-....; 1.16% 
ca. 
TE Ree eee | Cobb City-..--|.-... eee 35 | Lime rock._.--_--- 1.1614 
Harbison-W alker_____-._.--- PNG nix sy cand nte do 17 eakeansce tae 1. 42 
DE FE avec mincniablibainieninn | Gadsden. ----- United Glass & | 100 | Ceramics... .._- 1. 40 
| Ceramic Work- | 
| ers of North | 
| America. { 
Dickey (W. 8S.) Clay Manu- | Birmingham..; USA-CIO__._-_-- | 170 | Clay pipe---.----- 1.045 
facturing Co. | | | 
Birmingham Slag Co-_-_.__-_- Gadsden___---- | USA-CIO......-- 112 | Concrete. ----.-...- tr. 41 
Woodstock Slag Corp_-___-- Bessemer -.----| USA-CIO........ a teisa star 1. 43 
Massey Concrete Products..| Birmingham USA-CIO____-__-_- 30 | Concrete pipe....-| 1.10 q 
Birmingham Slag Co--._..--|----- ee | USA-CIO. .._--.-| 360 | Concrete---.---.-- 1.41 ‘ 
Rubber products | | . 
| 
Goodyear Tire & Rubber | Gadsden------ | United Rubber, | 2,738 | Tires, tubes, soles, | 
Co. Cork, Linoleum | flaps, and camel- 
& Plastic Work- | | back: 
ers. Service Divi- 1.435 
sion. 
| Production 1.625 
Division. 
| Female Divi- 1.455 4 
| sion. 
B. F. Goodrich Tire Co. .__- Tuscaloosa... -_|--.-- PR Ase Skee 1,425 | Passenger tires..... 1.68 
Food 
Wilson & Co. (branch)....| Birmingham__| United Packing- |__-..-.-_- Meat processing: 
| house Workers. | MR ikiscicics 1.55 
Female_____._- 1.51% 
RN I ena tcc cuneonet Oi 5s ccman iva Trace since pila atite ai Meat processing 1.55 
Armour & Co (plant) _______-|----- Ne acdctisgceen sien ante SD a nsdcadcekn asec | odie eee 1. 55 
Armour & Co. (branch) -.___|----- i cntvspsicud cron occ mbit tn aoacce ae Meat processing 
| Oh. .sais.. at 1.524% 
| Female-.._...- 147% JF 
Star Provision Co. (plant) ___|----- Rin eas Oe can cnate wis demas Meat processing.._| 1.55 
American Bakeries Co___.-__|----- ee ae fais, Wholesale 153 | Bread and cake.._| 1.204% 
& Department | 
Store Union. 
American Bread Co-.-....-...|----- Bio cancnbeceal Ss onic hecnmes 0) Ma niccctweina 1. 20% 
National Biscuit Co_.._....-|----- ne ee 22 Craekersandcook- | 1.15 
ar, 
re I OB iia s care sos) coos inet aokenaed Rea at 245 | Bread and cake... 1.20% 
McGough Bakeries Co-_-.--_-}----- Mic coankint none _ ~Site PREe oe | Bess seetutaok | 120% 
Textile mill products 
Dwight Division Cone Mills | Alabama City.) TWUA-CIO____-- 2,300 | Textiles. .......... 1. 035 
orp. 
— Manufacturing | Huntsville. ---)-.--- eens eke 1, 600 1.-..4 Se 1. 035 
0 
Lincoln Mills of Alabama- --|-..--do-.-..--.-|----- preteen peta 1,000 |__--- eS 1. 035 
Standard-Coosa-Thatcher Co.| Gadsden-_-_---- | eionded ter Beet isin di 2dsck x 1. 035 y 
Indian Head Mills, Inc----- Cordova. ...--|-.--- inks rwekpeoets 7D beowed ee ee 1. 035 
Miscellaneous 
| 
Southern Household Prod- | Birmingham_.| USA-CIO_-__-- ; 38 | Furniture_-_-._--- ' 1.08 
ucts. 
Air Reduction Co., Inc..-.--|----.do--....--- USA-CIO.___-_-- id SO a. 1.63 ; 
ee (8 ed 0. oo wenn |" Aisbama City_| USA-CIO--.._--.- 2 Wooden kKegs....--| 1.53 f 
Southern Dinette Co., Inc__.| Birmingham_-| USA-CIO_.___--- 5 | Furniture__-_------ i 1.07 4 
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TABLE II. Minimum wages under union agreements in Alabama—Continued 


| 


| 


aaa Plant 
| er Products mini- 
ees 


| mum 
i 


Company Location Union 


Nonmanufacturing 
Miscellaneous—Continued | 


U.S. Steel Corp wae Bessemer. 18: 5 520 | Iron ore 
Do. do . 8: Q7i ..do 
Do ‘5 ants ba dace sere. TS! i do 
oe ee ohviheg inne, ; US: es do 
a " ne ‘ do JSA- do 
Do_. aooc-----)| eee. 18 os : Waterworks 
Do.. ; | Pratt City _- J , ‘ 7 Railroad mainte- 
| nance. 
Ds... we waienie amination oe ore Freight handling - 
ton. 
Ey eee ren ee ee ae i ; J ee ( Transport 
Do J oe Barge repair 
Ww arrior “& Gulf Navigation ee é Transport 


Knight Iron & Metal Co-__- ‘ f ie a 8 | Scrap iron. 
Galbreath (John W.) & Co-- J soot Building mainte- 
nance. 
Southern Bell Telephone & | Entire State. yA- , 453 | Telephone service- 
Telegraph Co. 
Mobile Gas Service Co } i .---, UGC & CW-CIO. Gas utility 
Reid Contracting Co 1 UGC &CW-CIO. 2 Lay gas lines_- 
A ie Poe eidencee ecw seek Birmingham _- . Retail, Wholesale, ‘ Grocery warehouse 
& Department 
Store Union. 
Republic Steel Corp--- ..| Jefferson ---- USA-CIO-. : 350 | Iron ore 
Kimerling (M.) & Sons, Ine_- Birmingham _- USA-CIO_..- 5 | Scrap iron 
| 


TABLE III.—Comparison of average hourly earnings in nonagricultural industries 
of Alabama and the United States, January 1955 


| 
United Differ- 
States ence ! 


| | 
Industry | Alabama | 





All manufacturing - Comek : . $1. 45 $1. $0. 36 
Durable goods: 
Stone, clay, and glass products___.__---- ; 48 
Primary metals Paola \ 
Fabricated metals. - : 96 
Transportation equipment 
Nondurable goods: 
Food ___- ak Leese 17 
Textile products___---_---- panicle ‘ . .21 | 
Apparel. : ae . al .§ 
Paper and allied products * 82 | 
Printing, publishing, and allied ae ehhlas Lids | . 08 
Chemical products . = : ; 
Products of petroleum and coal_- . i SS 97 
Mining and quarry ing: 
Metal mining. fide ise. fone. Bae 2.14 
Bituminous coal mining __- ec aetna en weinlncaain cae’ ; 2. 23 


1 Average for United States minus average for Alabama. 
2 Data are for December 1954; later data not available. 


Fact SHEET No. 9 
MINIMUM-WAGE INCREASE AFFECTS EMPLOYEES AT MINIMUM AND FEW ABOVE 


Summary 


The adoption of a new Federal minimum wage usually increases wages to the 
minimum and results in few adjustments to workers receiving more than the 
minimum rate. 

A study by the United States Department of Labor of the effect of the applica- 
tion of the 75-cent minimum concludes that the wage adjustments ‘‘were greatest 
in industries which in 1949 had the lowest average hourly earnings and the 
highest proportions of workers receiving less than 75 cents an hour.” (Results 
of the Minimum Wage Increase of 1950, p. 9.) 





t 
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The Labor Department’s study found that the rise in the total wage bill in 
1950 coincided almost directly with that required for compliance with the 75-cent 
minimum. In the southern sawmilling industry the 75-cent minimum required 
a 14-percent increase in the wage bill; the actual rise was 16 percent. In the 
men’s dress-shrt and nightwear industry it required an increase of 5 percent in 
the wage payroll to meet the 75-cent minimum and the actual increase was 8 
percent. In the wood furniture industry of Winston-Salem, N. C., only a 1-per- 
cent increase in payroll was necessary to effect the 75 cents. The actual rise 
was exactly that amount. In Martinsville, Va., and Morganton-Lenoir, N. C., 
where only insignificant increases were necessary to comply with the 75-cent 
minimum, practically no change occurred in the average hourly earnings. The 
same was true in the men’s seamless hosiery industry where the 75-cent minimum 
required a rise of 5 percent in payroll in the Hickory-Statesville, N. C., area; 3 
percent in the Reading, Pa., area and 1 percent in the Winston-Salem, N. C., area. 
The actual increases were respectively 7, 6, and 3 percents. 

The study concludes that “the shift of workers from below 75 cents an hour 
was accompanied by a marked employment concentration at or very near the 
75-cent level. This was especially true in southern sawmilling, fertilizer, and 
wood furniture, activities where time rates form the basic pay system. In these 
three industries most of the workers whose hourly wages were raised from sub- 
standard levels went into the 75—79.9-cent earnings class ; at and above 80 cents an 
hour, wage structures showed only minor short-run changes. Apparently em- 
ployers in the three industries did what was directly necessary to satisfy the 
amended requirements of the act and on the whole did not try to maintain wage 
spreads between low-, middle-, and high-wage occupations. 

‘“* * * Tn men’s dress shirts and nightwear and men’s seamless hosiery, the 
situation was modified by the prevalence of the piece-rate mode of payment. The 
concentration of employment after January 25, 1950, at or near the 75-cent level 
was not so great in these lines because, when piece rates were raised so that 
slower workers could earn at least the 75-cent hourly wage, faster workers 
already making 75 cents or more an hour at the old rates also were able to raise 
their average earnings. * * * But even in these industries as in the other three 
lower level, earnings were increased relatively more than higher level ones with 
a consequent percent reduction in spreads between them.” (p. 10). 

The study concludes that “the wage increase to 75 cents an hour after January 
1950 was accompanied by a marked concentration of workers at or very near the 
75-cent level, especially in industries where time rates formed the basic pay 
system. Short-run indirect effects on wages already equal to or higher than 75 
cents an hour were not great.” 


1. Southern sawmilling industry 


In the southern sawmilling industry 9 cents, or 14-percent increase, in average 
hourly earnings was required to raise the minimum to 75 cents. The actual in- 
crease was 11 cents, or 16 percent. These adjustments were thus significant and 
were made successfully. By March 1950, only 8 percent were earning less than 
75 cents (these include cases of noncompliance, uncovered workers engaged in 
interstate commerce or in the production of goods for interstate commerce, ap- 
prentices, learners or handicapped workers or those inaccurately classified). 
Most of those earning below 75 cents were raised to an hourly average between 
75 to 79.9 cents. Five percent more workers were in the 80- to 95-cent bracket. 
The wage structure at and above 95 cents showed little short-run change. 

That this adjustment was limited to the need for complying with the act is 
further shown by the fact that average hourly earnings increased in the 3 lowest 
paid sample occupations by 18-28 percent, in the 3 middle-wage listed positions 
by 13-14 percent, and in the 3 highest paid listed jobs by 6-9 percent. 

The increase was primarily limited to the legal requirements. In the south- 
eastern division, compliance with the 75-cent minimum required a rise of 12 cents, 
or 18 percent. The actual increase in average hourly earnings was 13 cents, or 
20 percent. In the southwest, the 75-cent minimum called for a 7-cent, or 9 
percent, rise in the average, and the actual increase was exactly that. Similarly, 
in the Border States, the required rise to come up to the legal requirements was 
4 cents, or 5 percent, and the actual increase was just that. 
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The same study highlights these conclusions. The following facts show that 
increases closely conformed to the law’s requirements: 





| = j 

| Estimated increase 
required to raise 

Average to 75cents hourly | 


Actual increase 





Plant average hourly earnings in October 1949 | hourly earnings below | 
(cents) earnings that amount 
I “ 
Cents Percent Cents Percent 
cad prianndcngttiaian —— naan | ——— | $$} — 
1 600 CEE cota aaibieaddinades satan didn hina iii 52 | 21 40 22 42 
Pe" Ai ia Re woth bokeh 57 | 17 30 | 17 30 
OD BOs ae ea ade es dein i Shain tds dee Sateen 62 13 21 14 23 
| RE a Sa ae eee 68 | y 13 | il 16 
SOT aik aceite tihiinieinte ninnin eaaniedetinnianieenim atime ed | 72 | 6 8 | 8 11 
16 FE ee hie a tr bc edbdactdddincheekatiaes 77 | 3 4 | 5 6 
SO-84.9 ews gel telip ade wat ettae 82 | 2 2 4 5 
1 1 1 l 


2. Fertilizer industry 

In the fertilizer industry effective application of the 75-cent minimum cut 
the proportion of workers under 75 cents from 24 to 5 percent (these include 
noncompliance, uncovered workers engaged in interstate commerce or in the 
production of goods for interstate commerce, apprentices, learners, or handi- 
capped workers, or those inaccurately classified). The workers in the wage class 
75 to 77.4 cents increased from 9 to 23 percent of the total. No change occurred 
in the proportion of workers from 77.5 cents to $1.249 an hour. 

The United States Department of Labor concludes that “apparently employers 
did what was directly necessary to satisfy the amended requirements of the act 
and little else.” In a study of occupations, it found that “hourly earnings ad- 
vances in the four lower paid jobs varied from 7 to 8 percent and declined to zero 
for the highest paid occupations. 


3. Men’s dress-shirt and nightwear industry 


Where some 37 percent of the employees in August 1949 were earning less than 
75 cents, before the 75-cent minimum became effective, the proportion dropped 
to 4 percent thereafter. 

The indirect effect was to put an additional 7 of every 100 plant workers in 
the middle sector of the wage distribution (from 85 cents to $1.249). There 
was little change in the highest range, since only 1 more of every 100 plant 
workers were receiving $1.25 or more an hour in March 1950 than in August 1949. 
To meet the legal requirements, plant average hourly earnings had to be increased 
by 5 cents, or 5 percent, and the actual increase was 7 cents, or 8 percent. 

The limited scope of the adjustment is further attested by the experience of 
the respective regions following the application of the 75 cents. The increases 
hewed closely to the legal requirements. 


Estimated increase in average ; 
z 8€ | Actual increase in 





Average hourly 
earnings (cents) 


hourly earnings required to 


raise to 75 cents hourly earn- 


ings below that amount 





average hourly 
earnings 








Region 
| | 
oy | ee | Cents Percent Cents Percent 
| 
‘ = 
Bout caniminesseseas =< 68 | Mls ai Rees ermeness 15 | 22 
Southeast... _- Peres Ree 74 | lh Seabeb a aia 12 13 18 
Middlewest................... 76 | OS 4 Sis. csi. s 8 11 
Border States- -- .- Mina paite 79 | eee ae 12 15 
GPOAE TI. chetietmeienn = os 88 | oo) ais 3 i 4 5 
Middle Atlantic or Meee 4 | 4 
New England__- 98 | Oe Ve tise.. to25 eit kd! 3 | 3 
ig SS EY ae 114 | 116 | Less than 4 | Less than 2 2 
| of 1 percent. of 1 percent. 





The Department of Labor observes 





that “the chief reason for this indirect 
effect was the prevalence of the piece-rate method of payment in the industry, 
permitting an increase in benefits for faster workers with initially higher earn- 





A ca = amen 


390 AMEND FAIR LABOR STANDARDS ACT OF 1938 


ings as well as for slower, lower paid employees.” The influence “on the higher 
paid employees was negligible,” it adds, “even in the low-wage regions. * * * 
Higher wage jobs were more often paid by time rates and were evidently not in- 
creased when piece workers were.” 


4. Men’s seamless hosiery industry 


This is also a piecework industry so that the experience was similar but 
less marked than in the shirt industry. In the Hickory-Statesville, N. C., area, 
the 75-cent minimum required an increase of 5 cents, or 6 percent. The actual 
rise in average hourly earnings was 7 cents, or 8 percent. In Reading, Pa., the 
required rise was 3 cents, or 3 percent; the actual rise was 6 cents, or 7 percent. 
In Winston-Salem-High Point, N. C., area, the required rise was 1 cent, or 
1 percent ; the actual rise was 3 cents, or 3 percent. 

By March 1950 the Department of Labor concludes that “practically all 
workers previously earning below 75 cents were averaging an hourly rate at or 
above that rate, most of them having moved into the earnings category of 
75-84.9 cents.” 

In the middle sectors of the wage distribution (from 85 cents to $1.249), 
10 more of every 100 plant employees in Hickory-Statesville; 7 more of every 
100 plant employees in Reading and 5 more of every 100 in Winston-Salem-High 
Point were in that group after the adjustment. The primary reason was that 
when piece rates were increased, the faster workers already making 75 cents 
or more an hour at the older rates were able to raise their average hourly 
earnings. 

There were virtually no effects in any region on the portion of the workers 
earning $1.25 or more an hour. 


5. Wood furniture (except upholstered) industry 


The wood furniture industry exhibited the same pattern. Being an industry 
with higher rates of pay, there were fewer persons receiving less than 75 cents. 
In Winston-Salem-High Point, where 13 percent were earning less than 75 cents 
in September 1949, a 1-cent, or 1-percent, increase was required, that was 
the actual rise; in Martinsville, Va., where only 7 percent of the employees were 
receiving less than 75 cents, an increase of less than 1 percent was required. 
There was an actual reduction in average hourly earnings paid because of an 
increase in the number of lower paid workers employed there at the time. In 
Morganton-Lenoir, N. C., where only 6 percent were earning less than 75 cents, 
it required less than a 1-percent increase in payroll to meet the legal test and 
actual average hourly earnings did not rise. 

The Department of Labor concludes that “during the months between Septem- 
ber 1949 and March 1950, wage changes were limited and were almost entirely 
confined to necessary increases to bring workers up to the 75-cent minimum.” 





Fact SHEET No. 10 


8. 662 (LEHMAN BILL) WILL CORRECT BACKWARD STEPS TAKEN ON COVERAGE AND 
EXEMPTIONS IN 1949 AND EXTENDS THE PROTECTION OF THE LAW TO EMPLOYEES 
REQUIRING IT 


The present Fair Labor Standards Act is more limited in coverage and con- 
tains more exemptions from the wage-and-hour provisions than did the original 
act of 1988. In the course of the revision in 1950 which raised the minimum to 
75 cents, there were added unjustified restrictions in coverage and increases in 
exemptions. In September 1953, the latest date for which detailed estimates are 
available, total private employment, exclusive of proprietors, self-employed per- 
sons, unpaid family labor, and executive, administrative, and professional em- 
ployees, was 44 million. Of these employees, 13.6 million were not covered 
because they were in intrastate activities and 6.4 million were specifically 
exempted from the minimum wage and overtime provision (table 1). 

The Lehman bill will correct many of these exclusions. First, it will extend 
coverage by about 4 million persons. Second, exemptions for another 2% million 
persons will be eliminated. 


I. The 1949 act narrowed coverage and increased exemptions from the act 


Under pressure from many conservative forces, the 1949 act provided for an 
increase in the minimum to 75 cents and imposed a number of restrictive amend- 
ments on coverage. 
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The most important changes in coverage and exemptions are described below : 

A. Narrowed coverage.—There were two primary changes. One significantly 
narrowed the definition by providing, in section 3 (j), that activities other than 
actual production would be included only if “closely related” and “directly es- 
sential to production.” The earlier act production included all activities “nec- 
essary to production.” The second change broadened the definition of com- 
merce to inelude not only interstate commerce and outgoing foreign commerce 
but also incoming foreign commerce. (Sec. 3b.) 

1. The restriction of the coverage to employees “in any closely related proc- 
essor occupation directly essential to the production thereof, in any State” was 
designed to be retroactive. The conference report declared that under this act 
“an employee will not be covered unless he is shown to have a closer and a more 
direct relationship to the producing, manufacturing, etc., activity than was true 
in the above-cited cases.” Excluded are merchants selling goods locally; em- 
ployees engaged in maintaining and repairing private homes and dwellings where 
such homes and dwellings are being leased by interstate producers to their 
employees ; and independently operated restaurants located in a factory. 

The official interpretive bulletin declares that “some employees whose work 
might meet the ‘necessary’ test are now outside the coverage of the act because 
their work is not ‘closely related’ and ‘directly essential’ to such production.” To 
be covered the employee must be in a proeess or occupation which is both “closely 
related” and “directly essential’ to production of goods. The official interpreta- 
tion would leave uncovered employees of a “producer of goods for commerce * * * 
if they are employed solely in connection with essentially local activities which 
are undertaken by the employer independently of his productive operations or 
at most as indispensable, collateral incident to them” such as providing homes, 
meals, or other retail operations. Cooks in a lumber camp would be considered 
“closely related’? and “directly essential” and covered. “Watching, guarding, 
maintaining, or repairing the buildings facilities and equipment used in the pro- 
duction of goods for commerce” are covered. But when such services are “per- 
formed with respect to private dwellings tenanted by employees of the producer 
as in a mill village,” they are not covered. Similarly excluded are “employees of 
the producer or of an independent employer who are engaged in maintaining 
company facilities for entertaining the employer's customers, or in providing 
goods, refreshments or recreational facilities.” 

B. Eremptions from wages, hours, and child labor provisions ertended.—A 
formidable list of exemptions was added to the wage and hour law which left out 
millions from the act. 

1. Exempt from all three provisions: “Employees engaged in the delivery of 
newspapers to the consumers’ were exempt completely from minimum wage, 
overtime and child labor provisions (Section 13 (d) ). 

2. Exempt from child labor provisions: (@) The exemption from the child 
labor provisions was broadened by providing that they were not to apply to 
“child actors or performers in motion pictures or theatrical, radio or television 
productions.” The added exemptions were child actors in radio and television 
productions and the addition of performers as well as actors. (See. 13 (e¢).) 

(>) The second provision was a clarification im that children employed in agri- 
culture were now exempt “only outside of school hours for the district where the 
child is living while he is so empleyed.” This provision represented an advance, 
(See. 13 (e€).) 

3. Exempt from minimum-wage and overtime provisions: (a) A most’ ex- 
tensive liberalization of the exemption was granted to the retail and service 
establishments. The result is that 1,360,000 workers are now specifically exempt, 
The changes were: First, the exemption was now applied on an establishment 
basis; second, a specific definition of retail and service establishment was pro- 
vided in place of the phrase “engaged in selling in intrastate commerce.” An 
exempt establishment was defined as one in which more than 50 percent of the 
annual dollar volume of sales are made within the State, 75 percent of the 
annual dollar volume of sales are not for resale and are recognized as retail 
sales or services in the industry; third, the exemption was extended to estab- 
lishments which make or process on their premises the goods they sell if they 
meet the definition of an exempt retail establishment: which are reeognized as 
retail establishments in the industry and more than &5 percent of their annual 
dollar volume of sales of goods so made or processed are made within the State. 
(Sec. 13 (a) (2) (4).) 

(b) The exemption for laundries and cleaning plants was liberalized by a 
precise definition so that such plants were no longer covered if more than 5@ 
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percent of their annual dollar volume sales are made within the State and 75 
percent of their sales are to customers not engaged in mining, manufacturing, 
transportation, or communication. (Sec. 18 (a) (3).) This exemption is esti- 
mated to cover some 132,000 workers. 

(c) In the case of employees engaged in fishing or in processing fishery prod- 
ucts, the exemptions were continued for all except canning employees who are 
now covered by the minimum wage but the overtime exemption is continued. 
(See. 13 (a) (5).) This exemption applies to 61,000 employees. 

(d) The exemption for agricultural employees was continued and broadened 
to include employees of certain irrigation projects operated on a nonprofit or 
sharecrop basis. (Sec. 13 (a) (6).) The total number exempted under this 
section is 3,032,000 workers. 

(ce) The previous exemption of employees of weekly or semiweekly news- 
papers with circulation of less than 3,000, primarily in the county where printed 
and published, was broadened to include daily newspapers and the circulation 
test was raised to one of less than 4,000 and applied to both the county where 
printed and published and contiguous counties. (Sec. 13 (a) (8).) This ex- 
emption is estimated to apply to 32,000 persons. 

(f) The exemption to switchboard employees of public telephone exchanges 
was broadened by increasing the test from 500 stations to 750 stations. (Sec. 
13 (a) (11).) This exemption affects some 43,000 persons. 

(7) Employees of an employer operating a taxicab business were exempted. 
(Sec. 13 (a) (12).) 

(h) A new exemption was granted to employees or proprietors of certain 
retail or service establishments which operate as telegraph agencies. (Sec. 
13 (a) (18).) 

(i) Completely new exemptions were granted to employees in logging or 
forestry operations if the employer has 12 or fewer employees engaged in such 
occupations. (Sec. 13 (a) (15).) 

(j) Employees of air carriers were no longer to be exempt from the minimum 
wage but continued to be exempt from the overtime provisions. (Sec. 13 (b) (3).) 

C. Exemption from overtime provision extended.—One new exemption from 
overtime provisions was added: outside buyers of poultry, eggs, cream, or milk 
in their raw or natural state. (Sec. 13 (b) (5).) 

The exemption to fish or seafood canning and to employees of air carriers 
was continued. 

D. Effects of the narrowed coverage and increases in exemptions.—The 
result of these restrictions on coverage and increases in exemptions was to 
remove the protection of the law from millions of workers. Not covered be- 
cause their employments were considered intrastate activities were 13.6 million 
persons, of whom the largest numbers were in the retail industries, with 5.6 
million, 3.0 million in miscellaneous industries, 2.0 million in domestic service, 
and 1.9 million in construction. (Table I.) Of the 30.3 million who were 
covered, 6.4 million were specifically exempt from the minimum-wage and 
overtime provisions. The largest groups of employees exempt were in the agri- 
cultural, forestry, and fisheries industries, with 3.0 million; retail trade, with 
1.1 million employees; manufacturing, with 597,000; and wholesale trade, 
with 584,000. The total exclusions in the manufacturing industries was 683,000, 
including 86,000 who were not covered because they were in intrastate activi- 
ties; consequently, slightly more than 95 percent of the manufacturing em- 
ployees were subject to the minimum wage provisions. The major exclusions 
in manufacturing were in the food and lumber industries. 

Section 13 (a) (6), covering the agricultural group was the most serious 
exemption, accounting for nearly half of those exempt from the minimum-wage 
provisions. The other large grouping was the retail trade exemption provided 
in sections 13 (a) (2) and (4) for 1,360,000 employees. The exemption for 
employees processing agricultural products in the area of production left some 
233,000 outside of the protection of the minimum wage provision. 


II. Lehman bill will extend coverage and eliminate unjustified eremptions 


The Lehman bill will both extend coverage and eliminate unjustified exemp- 
tions. Some 4 million workers will be affected by extension of coverage and 
2% million will be protected as a result of the elimination of specific exemp- 
tions. 

A. Extend coverage.—The coverage of the act is extended by three provisions 
in the bill. The first provides for the coverage to extend not only to employees 
of employers “engaged in commerce or in the production of goods for com- 
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merce,” but also to those “engaged in any activity affecting commerce.” The 
second provides for the inclusion of all those “employed in or about or in con- 
nection with any (such) enterprise.” The third modifies the definition of 
production in section 3 (j) by including employees who are “in any process 
or occupation necessary to the production” of the goods in place of being “in 
uny Closely related process or occupation directly essential to the production 
thereof.” 

In the course of the hearings in 1949, the Solicitor of the U. 8. Department of 
Labor provided an official interpretation as to the meaning and effect of the 
above. He indicated that with the enactment of the definition of “activity 
affecting commerce,” all employees “within the reach of the commerce power of 
Congress” would be covered except for those specifically exempt “because of the 
local nature of their activities or special circumstances.’ The primary achieve- 
ment would be to make the coverage coextensive with that of National Labor 
Relations Act. The proposal would extend coverage to “the full extent of the 
commerce power as construed in a long line of court decisions.” In terms of the 
act as proposed, the Solicitor declared that “the act would apply generally to 
all employees not specifically exempt in the following types of situations: 

“1. Business purchasing supplies, materials, equipment, or goods from other 
States. 

‘2. Businesses selling goods outside the States in which they are located. 

“3. Businesses producing goods for shipment outside the States in which they 
are located. 

“4. Businesses providing interstate transportation or communication services 
or facilities. 

“5. Businesses providing goods or services within a State to another firm 
which is covered under 1, 2, 3, or 4 above. 

“6. Businesses engaged in activities competitive with activities of other firms 
in interstate commerce.” 

He also set forth a list of categories of employees who would be covered among 
those who were then not covered by the act. 

“(a) Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State, goods which were received from another State but 
which came to rest at their employer’s warehouse. 

“(b) Employees engaged in the original construction of new airports, fac- 
tories, warehouses, office buildings, loft buildings, and other buildings or struc- 
tures which will be used in commerce or production of goods for commerce 
although they will not become an integral part of existing facilities. 

“(c) Employees engaged in the construction of apartment houses, stores, and 
residences if a substantial portion of materials used comes from other States. 

“(d) Building maintenance employees engaged in servicing office buildings in 
which miscellaneous activities in interstate commerce (as distinguished from 
production) are carried on. 

“(e) Workers providing food, lodging, and similar facilities for employees 
engaged in interstate commerce, such as cooks on cook cars for maintenance-of- 
way employees in railroads. 

“(f) Employees of large retail or service enterprises such as chain stores and 
large department stores. 

“In addition, the small percentage of employees in manufacturing, mining, 
finance, and insurance who are not now covered would be entitled to the benefits 
of the act under the proposed amendment unless specifically exempted.” 

The act would not reach “self-employed, domestic help in private homes, 
Federal, State, and local government employees, and the great bulk of employees 
employed in the typical local retail stores or service establishments, such as the 
grocery, drug store, tavern, hardware store, barber shop, beauty parlor, shoe 
repair shop, restaurant, ete.” (Slst Cong., 1st sess., hearings on H. R. 2033, v. 
1, pp. 121-124). 

2. The second provision would extend coverage to all employees employed “in 
or connected with an enterprise where the employer is engaged in any activity 
affecting commerce.” The result would be that all employees in an enterprise 
affecting commerce would be treated alike without discrimination rather than 
having the current situation where one individual in an enterprise is co. ered 
because they are engaged in commerce or in producing goods for commerce and 
another is not so covered. 

5. The substitution of the phrase “necessary to the production thereof” in 
place of “in any closely related process or occupation directly essential to the 
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production thereof,” is necessary to effect a broadening of the definition. The 
courts had developed clear indications of its meaning and this language in the 
original law should be restored. Moreover, neither the courts nor the Admin- 
istrator had exhibited any marked departure from the traditional application 
of this section but the return to the original language would provide a whole 
series of interpretations which would clearly denote its meaning. 

Estimates of the effect of these changes were provided for the old act wherein 
it was estimated that “it would bring about 5 million additional employees within 
the coverage of the act and would increase the number of covered employees not 
exempt under section 13 (a) by about 4 million.” (80th Cong., 2d sess., hearings 
on 8. 49, ete. v. 1, p. 105). 

B. Remove many exemptions from wage and hour provisions.—S. 662 elim- 
inates many of the exemptions from the act provided in section 13 (a): 

1. Complete removal of exemptions: 

The following series of exemptions from both the wage and hour provisions 
would be completely deleted : 

(a) The processing of goods in retail establishments (sec. 13 (a) (4)). 

(b) Newspapers of less than 4,000 circulation (sec. 13 (a) (8)). 

(c) Street, suburban or interurban electric railroad or local trolley or motor- 
bus carriers (sec. 13 (a) (9)). 

(d) The processing and handling of agricultural products within area of 
production (see. 13 (a) (10)). 

(e) Switchboard operators of exchanges with not more than 750 stations (sec. 
18 (a) (11)). 

(f) Taxicab operators (sec. 13 (a) (12)). 

(9) Telegraph offices in retail establishments (sec. 13 (a) (13)). 

(kh) Seamen on American vessels (sec. 13 (a) (14)). 

(i) Logging and forestry operations with 12 or less employees (sec. 13 (a) 
(15) ). 

The above will prebably bring about 600,900 employees back under the act. 

2. The remaining exemptions under section 13 (a) are modified as follows: 

(a) The executive, administrative and professional exemption is to be limited 
to employees earning $6,000 or more per year. 

(b) The exemption to retailing and service establishments is to be limited 
to employers having four or less establishments with a total annual volume of 
sales or services of not more than $500,000. 

(c) The exemption for laundering, cleaning or repairing establishments is 
similarly to be limited to those having four or less establishments with a total 
annual volume of sales or servicing of not more than $500,000. 

(d@) The fishing exemption is to be limited to “catching, taking, harvesting, 
cultivating, or farming,” and the operations of packing, marketing, storing, 
freezing, or distributing fish and related products are no longer to be exempt. 

(e) The exemption for seamen is to be restricted to those not on American 
vessels. 

(f) The agricultural exemption is to be limited by excluding employees on 
industrial farms, which are defined as those which use 300 or more man-days 
of hired farm labor during each of the preceding four quarters, other than labor 
performed by members of the family of a farmer-operated enterprise. 

3. The overtime exemptions are similarly revised (sec. 13 (b)): The overtime 
exemptions have been eliminated for employees of motor carriers, employees of 
pipelines, employees canning fish and outside buyers of poultry, eggs, milk, and 
cream. The overtime exemption is continued for carriers and other specified 
employers subject to part I of the Interstate Commerce Act and to employees 
of air carriers and to seamen on American vessels. 

4. The complete exemption tu newspaper boys is deleted. At present news- 
paper boys are exempt from the wage, hour, and child labor provisions. 
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TaBLE I.—Estimated distribution of wage and salary workers in continental 
United States, according to coverage and exemptions under the Fair Labor 
Standards Act, as amended—employment as of September 1953° 


A. SUMMARY 
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B. EMPLOYEES EXEMPT FROM MINIMUM WAGE PROVISIONS 
{000 omitted] 





Exempt from minimum wage provisions under sec. 13 (a) 
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Fact SHEET No. 11 


75-CENT MINIMUM HAD NO ADVERSE NONWAGE EFFECTS IN INDUSTRIES WHICH WERE 
PRIMARILY AFFECTED 






After a careful study of the nonwage effects of the 75-cent minimum, the U. S. 
Department of Labor concluded that “despite causing significant wage increases, 
the 75-cent rate appeared to have only minor effects of such variables as employ- 
ment (plant shutdowns, prices, technological change, hiring policies, and over- 
time work.” 

In summarizing the effects on 5 low-wage industries, the study concludes that 
in 3 of them, men’s dress shirts and nightwear, men’s seamless hosiery, and 
wood furniture (except upholstered), no employment declines due to higher 
minimum were apparent. It notes that “in southern sawmills over the short- 
run, employment fell 2 percent ; some mills indicated the higher minimum forced 
layoffs of less able, usually older workers. But there was little correlation on a 
regional basis in the industry between size of wage-bill advance and of employ- 
ment decline so that other factors, such as seasonal slack and poor logging 
weather, probably were responsible for the slight employment drop. In ferti- 
lizer too, because of the same low degree of correlation on a regional basis 
between size of wage-bill advance and of employment decrease, it is likely that 
factors other than the 75-cent rate contributed to the 4-percent short-run drop 
in employment there’ (p. 13). 

Where a few southern sawmills went out of business, they did not hold the 
75-cent minimum solely responsible. Moreover, many more new plants were 
organized during this period than went out of business. There was an actual 
net gain. The plants that went out of business in men’s dress shirts and night 
wear were located in the high-wage areas and had felt no impact from the mini- 
mum wage. The other three industries showed no losses in plants. 

Only in 1 of the 5 industries was hiring policy affected. Ten percent of the 
employers in the men’s dress shirts and nightwear industry have placed a 
greater accent on hiring “only younger or more experienced workers.” The United 
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States Department of Labor observes that the field agents report “many factors 
were involved in these changes, the higher minimum playing only a minor role.” 

There was no instance where the rate of technological innovation was changed 
because of the higher minimum though all of the plants reported continuing 
installations of laborsaving machinery. 

Only the southern sawmill industry reported a reduction in overtime work for 
less skilled workers while continuing it for the more skilled higher paid ones. 

There was no general rise in wholesale prices following the application of 
the 75-cént minimum. Where they occurred in the sawmill and wood furniture 
industries, they were “small and not definitely attributable to the higher 
minimum.” 

Investigations of complaints and reports of plant shutdowns, curtailments 
und other adjustment problems, alledgedly due to the higher minimum, showed 
that even respecting these firms the “adverse consequences of the 75-cent re- 
quirements were on the whole not very substantial. * * * Factors other than the 
75-cent rate were partly responsible.” In all, only 38,000 employees were in- 
volved, of whom only between 2,000 and 3,000 became unemployed. 


Southern sawmilling industry 


The dire predictions of disaster voiced in the 1948 and 1949 hearings were not 
realized after the adoption of the 75-cent minimum. The number of sawmilis 
with eight or more employees increased from the last quarter of 1949 to March 
1950 by 58, to bring the total to 5,350. 

The 1 or 2 percent of the mills which went out of business had the same average 
hourly earnings as the remainder of the southern sawmill industry and “none of 
the operators of the closed mills held the 75-cent minimum solely responsible.” 

That the minimum wage had little or no effect on employment is indicated 
by the fact that employment in the Southwestern States declined 5 percent though 
in this area wages were higher than in the Southeastern States, where a decrease 
of only 1 percent occurred. 

Many plants had been introducing mechanical stackers and no evidence was 
available of any acceleration in this trend. 

Many more mills shifted to a scheduled 40-hour week, increasing the propor- 
tion from 72 percent in October-December 1949 to 80 percent in March 1950. 
“Some firms reported that the narrowing of wage differentials caused by the 
new minimum was partly offset by reducing overtime work for less skilled 
workers while continuing it for the more skilled, better paid ones.” 

Prices for southern pine, the chief product of the southern sawmills, rose only 
slightly between January and April 1950. 

Fertilizer industry 

There was evidently no decline in the number of fertilizer plants with eight 
or more employees. 

Companies in this industry have been installing laborsaving machinery in- 
cluding belt conveyor, improved sewing machinery, and other improvements for 
greater plant efficiency. The industry had effected a reduction from 1946 through 
1949 of 14 percent in man-hour requirements per ton of fertilizer. The installa- 
tions have been continuous and ‘“‘on the whole independent of the minimum wage 
increase.” 

The scheduled hours of work in covered fertilizer manufacture were apparently 
not affected much, if at all, by the 75-cent wage. 

The higher minimum had no discernible effect on product prices. 


Men's dress shirts and nightwear industry 


The Department of Labor reports a decline of 10 establishments, from August 
1949 to March 1950, or 2 percent, distributed as follows: The Middle Atlantic 
States, 5; Pacific, 3; and Southeast, 2. Interestingly enough, the Southeast re- 
gained the two by November 1950, while the Middle Atlantic lost an additional 
plant. It is apparent that the minimum wage had nothing to do with this 
turnover. ; 

About one-seventh of the surveyed plants reported the purchase of laborsaving 
capital equipment between October 1949 and November 1950, but the sums 
were small with only 7 exceeding $10,000 and 7 below $2,000. The changes in 
production methods were not substantial where they occurred. 

Only 10 percent of the plants altered their hiring policies. Of these 20 plants, 
14 reported efforts to hire younger workers, 4 to hire more experienced workers, 
and 2 to hire older workers. The investigators observe that “these changes 
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were probably not entirely the result of the new minimum.” These purported 
changes “had no quantitative consequences on the overall proportion of plant 
workers 50 years of age or older in the industry.” 1 
Neither the scheduled nor average weekly hours changed as a result of the 
minimum. 
There were little or no price changes between July 1949 and June 1950. 


Men’s seamless hosiery 


The effects on employment of the 75-cent minimum were negligible. For 
1950 as a whole average production worker employment was slightly higher 
than in 1949. 

Capital expenditures occurred primarily in the Winston-Salem-High Point 
area, which was less affected than the two other studied areas by 75-cent 
minimum. 

Only 1 of the 48 plants reported a change in hiring policy. The change is 
not described but it did not involve the hiring of younger workers. 

There was no shortening of the scheduled weekly hours because of the 
amended minimum. 

The higher minimum had no visible effects upon prices for both rayon and 


cotton half hose remained constant during the last half of 1949 and the first 
half of 1950. 


Wood furniture (except upholstered) industry 


The higher minimum led to no curtailment in the industry’s employment. 

Some improvements in capital expenditures were reported by 7 of the 36 
plants studied. Four of these were in the Winston-Salem-High Point area. 

The expenditures ranged from $1,550 to $35,000. 

Only 1 of the 36 reported a change in hiring policy because of the higher min- _ 
imum. This change involved the hiring of younger workers. The proportion i 
of plant workers 50 years of age or older was the same in October 1950 as in : 
March of that year in Martinsville and Morganton-Lenoir, but in Winston-Salem- 
High Point it was smaller by 1 percent of the total workers. Fs 

The weekly hours were not changed. F 

Wholesale prices for wood household furniture rose slightly but it is unlikely 
that this was the result of the minimum since the upholstered division also 
showed a similar rise at a time when it was not affected by the new minimum. 


Study of plants reporting adjustment problem 


The Wage and Hour and Public Contracts Division investigated each instance 
of reported hardship. These involved the oyster canning industry of the gulf 
area, hand cigar manufacture, Louisiana raw sugar producers and 41 other 
plants, of which one-third were in apparel and over one-fifth in some kind of 
food or tobacco processing. Nearly half of the 41 were in the South, as was 
imuch of the hand-cigar, oyster-canning, and raw-sugar industries. 

These plants represent extreme cases and employed a maximum of about 
38,000 workers in 1950, with 15,000 workers in gulf oyster canning, 10,000 each 
in Louisiana raw-Sugar production and in hand manufacture of cigars, and 3,000 
in the 41 individually surveyed plants. These were a minuscule part of the 
sovered industries. 

The Department of Labor concludes that “even within so selected a group, 
however, the adverse impact of the 75-cent requirement was on the whole not 
very substantial.” 

The most serious impact was felt in the oyster canning industry which had 
been previously overexpanded and suffering from declining sales and prices. 

The man-made cigar industry had been challenged by mechanized production. 
The new minimum hastened this process. Many of the affected older and 
handicapped workers received certificates which permitted payment of sub- 
ininimum wage rates. 

The raw sugar mills of Louisiana overcame the problems by accelerating 
mechanization and changes in methods through the shipment in loose bulk and 


greater use of tractors. The price rise after the Korean outbreak solved the 
adjustment problems in this industry. 


Two of the 41 plants individually surveyed were closed. 
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closing to competitive conditions, one to the loss of its market to brand-named 

shirts and the other to depressed market conditions. 
The six plants which curtailed operations were marginal and were faced with 
A manufacturer of infants’ wear had been losing out to 


other difficulties. 









































































AMEND FAIR LABOR STANDARDS ACT OF 1938 399 








Philippine competition. The 75-cent minimum forced him to shift to larger-size 
infants’ wear where he faced no such competition. Two postage-stamp dealers 
curtailed employment because of increased efficiency and dwindling sales. One 
children’s clothing manufacturer curtailed because of having speeded up pro- 
juction prior te the 75-cent minimum. Two other establishments eliminated 
out-of-State’sales to secure exemption from the act. 

Three other establishments adjusted by eliminating a few positions or some 
slower workers. In one case laborsaving machinery allowed such displacement. 

Three other manufacturers made shifts in production, one through moderniza 
ion of production line, another through more economic design and a third 
shifted to larger sized handkerchiefs. 

Very few establishments claimed effects on hiring policies (5); hours of 
work (4); and prices (4); and these were minor or not truly attributable to 
the minimum wage. 

In all, the effects were minor. 


Fact SHEET No. 12 


ADOPTION OF $1.25 MINIMUM WAGE WOULD HAVE ONLY A LIMITED EFFECT ON COVERED 
WORKERS AND WOULD INCREASE TOTAL PAYROLLS BY 2.6 PERCENT 


Adoption of a higher minimum wage would have the following effects on wage 
rates and payroll costs in covered employment, based on April 1954 data : 

Minimum, $0.90: 1,122,000 of the 22,195,000 employees would receive increases 
averaging 9 cents per hour to bring them to the new minimum; these workers 
comprise 5.1 percent of all covered employees. The total annual cost of these 
increases would be $200 million, 0.3 percent of payrolls in covered employment. 

Minimum, $1: 1,825,000 employees would receive increases averaging 13% 
cents per hour; they comprise 8.3 percent of covered workers. The increase in 
payroll costs would be $500 million, or 0.6 percent of covered payrolls. 

Minimum, $1.10: 2,846,000 employees would receive increases averaging 17 
cents; they represent 12.9 percent of covered workers. The increase in payrolls 
would amount to $960 million, or 1.2 percent. 

Minimum, $1.25: 4,436,000 workers would receive increases averaging 23 cents; 
they comprise 20 percent of covered workers. The increase in total payrolls 
would be $2 billion, or 2.6 percent. 

The above estimates are based on data compiled by the United States Depart- 
ment of Labor. They tend to overstate the impact of higher minimum wages 
for the following reasons: 

(1) The Bureau of Labor Statistics study which formed the basis for the esti- 
mates concerning manufacturing industries (Wage Distribution for Factory 
Workers, April 1954) was compiled from a special mail survey of some 4,000 
manufacturing establishments. The results reveal discrepancies with the other 
BLS data which indicate that the average hourly earnings for production workers 
in all manufacturing industries and in durable and nondurable goods industries, 
for the United States as a whole and for each region, are higher than those 
reported in the special survey. The differences are summarized in table I below 
and the detailed data are presented in appendix table 1. 

The table shows that the average hourly earnings in the regular monthly re- 
port of the Bureau of Labor Statistics (which are based on a sample of 44,100 
establishments as compared to only 4,000 in the special study) are appreciably 
higher than those reported in the special study. Approximately $0.02 of the 
$0.07 difference in the United States averages may be accounted for by the 
fact that the special study excludes premium pay for work on weekends, holidays 
and late shifts whereas the regular report does not. The exclusion of shift 
premiums (which accounts for much of the $0.02 disparity) tends to overstate 
the size of the wage increase which will be required to effectuate a higher mini- 
mum wage. Shift premiums are included in the “regular rate” under the wage 
and hour law. Consequently, employees who earn less than the new minimum 
wage, exclusive of shift premiums, will not receive a wage increase if their shift 
premium brings their total earnings up to the minimum. 

No correction has been made in the estimates of the effects of higher minimum 
rates to allow for the overstatement implicit in the exclusion from the BLS 
data of shift premiums nor for the additional disparity of $0.05 per hour be- 
tween the level of earnings reported in the special BLS study and the regular 
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monthly BLS report. Further study is being conducted to determine what pro- 
cedure can be used to make corrections for such discrepancies. 


TABLE I.—Average hourly earnings for production workers as reported in special 
BLS study and by regular BLS monthly report for all manufacturing indus- 
tries—durable and nondurable goods industries, by region, April 1954 








Regular 
Industry and region ! a monthly | Difference 

wady report 3 

United States: 

i ee i nnhi ere akanaini $1. 68 $1.75 $0. 07 
il Ae AR, SEE Sy aes ea aN A ee Ns 1.7 1.85 .07 
co ets scm hmincine niga eben 1. 54 1.61 .07 
Re ea Ls aasecenbccnancaamesee 1. 67 1.75 . 08 
New England; All manufacturing-.-.............-.-__.----- 1. 56 1. 62 . 06 
Middle Atlantic: All manufacturing. _._............._--_-- 1.71 | 1. 80 | .09 
a ia ig a ere cha 1. 80 1.90 | .10 
DN icin om cetbag ileus ttebdnes ot hud al 1. 57 1. 69 | 12 
ee EA aT ae ER 1. 36 1. 43 | .07 
Middle West: All manufacturing. -..............-------..------.-- 1. 80 1. 89 .09 
Cee a eee mene nanan wae 1. 94 | 1.99 | 05 


1 See appendix table 1 for list of States included in each region. 

2 Study entitled ‘‘Wage Distribution for Factory Workers, April 1954.’’ Excludes premium pay for over- 
time and for work on weekends, holidays, and late shifts. 

® Report entitled ‘Employment and Earnings.” Gross average hourly earnings have been adjusted to 
eliminate overtime premium. See appendix table 1 for explanation of method of compiling regional averages. 


| 
| 


(2) In addition to the special mail survey referred to under (1) above, BLS 
made use of its industry wage studies in preparing the estimated wage distribu- 
tions for manufacturing industries. Comparison of the average hourly earnings 
contained in the BLS industry studies during the past four years with the aver- 
ages reported by BLS for the same industries in its regular monthly report 
reveals that the industry studies consistently yield lower averages than the regu- 
lar monthly report. (See appendix table 3.) In all but 3 of the 27 industry 
studies, the average straight-time hourly earnings contained in the industry 
studies were lower than the corresponding average in the monthly report (aver- 
age hourly earnings with overtime premium excluded). In 15 of the 24 industries 
in which the average stated in the special study was lower, the difference was 
between 5 and 7 cents per hour ; the disparity exceeded 10 cents in three industries. 

While an average difference of approximately $0.02 may be expected as a result 
of the fact that shift premium are excluded from the industry studies, there is 
still a substantial unaccounted discrepancy in most industries. Moreover, the 
exclusion of shift premiums from the data tends to overstate the amount of the 
wage increase which will be required to effectuate a higher minimum wage. 
(See p. 1 above for further discussion of this point.) No correction has been 
made of the estimates of the effects of higher minimum rates to allow for the 
overstatement involved in using these BLS data. 

(3) The BLS study of the wage distribution of factory workers includes cases 
of noncompliance with the Fair Labor Standards Act, uncovered workers, ap- 
prentices, learners and handicapped workers, none of whom would be directly 
affected by an increase in the minimum wage. These are the very categories 
which add considerably to the proportion of workers shown in the low-wage 
brackets. On the basis of the industry wage studies conducted immediately 
after January 1950, it is apparent that for industries which are largely covered 
by the Fair Labor Standards Act, the 2 percent of the workers at the bottom of 
the wage structure are not covered; for industries in which substantial exemp- 
tions are provided in the act, the proportion of uncovered workers who are at the 
bottom of the wage scale is approximately 4 percent. (See appendix table 2.) 
The manufacturing industries with substantial exemptions, whether because of 
intrastate activities or under section 13 (a) of the act, are as follows: Food and 
kindred products, tobacco manufactures, lumber and wood products. 

These industries are among those which would be most affected by an increase 
in the minimum wage. If the proportions of workers earning below the various 
levels proposed as the new minimum wage were adjusted to remove the over- 
statement implicit in the BLS data due merely to inclusion of noncovered em- 


ployees, the adoption of the specified minimum rates would have the following 
effects : 
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Minimum, $0.90: The number of covered employees who would receive in- 
creases to bring them to the new minimum would be 1,029,000 instead of 
1,122,000; these workers comprise 4.6 percent of all covered employees, rather 
than 5.1 percent (as computed before adjustment of the BLS data for inclusion 
of noncovered employees). The total annual cost of these increases would be 
$180 million, or 0.2 percent of covered payrolls. 

Minimum, $1: 1,612,000 employees would receive increases (instead of 
1,825,000) ; they comprise 7.3 percent of the total (not 8.3 percent). The in- 
creases in payroll costs would be $430 million, or 0.6 percent. 

Minimum, $1.10: 2,567,000 employees would receive increases (instead of 
2,846,000) ; they comprise 11.6 percent of the total (not 12.9 percent). The in- 
crease in payroll costs would be $870 million, or 1.1 percent. 

Minimum, $1.25: 4,099,000 employees would receive increases (instead of 
4,436,000) ; they comprise 18.5 percent of the total (not 20 percent). The in- 
crease in payroll costs would be $1,890,000 or 2.4 percent. 

(4) The estimate of the Department of Labor that 1.3 million workers would 
receive wage increases as a direct result of a 90-cent minimum wage is an 
overstatement since it is based on the application of the wage distribution re- 
ported in April 1954 to the covered employment estimated as of September 
1953. Inasmuch as total nonagricultural employment declined from 50.2 million 
in September 1953 to 48.1 million in April 1954 it is improper to use the Sep- 
tember 1953 covered employment figure as a basis for estimating the effect of 
a minimum wage increase as of April 1954. 

The estimates contained in these fact sheets have been derived from the BLS 
estimates of the wage distribution of factory workers for April 1954 as well 
as various BLS industry and community wage studies for nonmanufacturing 
industries. The wage distributions have been applied to estimates of covered 
employees as of April 1954 in order to eliminate the error described under (4) 
above. (See appendix table 4.) 


1. Only a small proportion of covered workers would be affected by $0.90 minimum 

Adoption of a minimum wage of $0.90 would have negligible effects upon the 
workers in most industries (table II). In half of the 24 industry groups for 
which information is available, the proportion of covered workers receiving less 


than $0.90 per hour in April 1954 was less than 5 percent; these industries 
accounted for 58 percent of the total number of workers covered by the wage 
provisions of the Fair Labor Standards Act. Of these 12 industries, 10, employ- 
ing 49 percent of covered workers, had 2 or less percent of their employees receiv- 
ing under 90 cents. In 6 industries, the proportion of workers receiving under 
$0.90 was between 5 and 10 percent; the 18 industries with less than 10 percent 
of their employees earning under $0.90 comprised 86 percent of total covered 
employment. In only 6 industry groups, were as much as 10 percent of the cov- 
ered employees receiving less than $0.90. These industries (food and kindred 
products, 11.3 percent; tobacco manufactures, 12.9 percent; leather and leather 
products, 15.9 percent; apparel, 20.9 percent; lumber and wood products (ex- 
cept furniture), with 32.6 percent under $0.90; agriculture, forestry and fisheries, 
55 percent) accounted for 54.7 percent of the total number of covered workers 
receiving less than $0.90. The covered employment in these six industries com- 
prised only 14 percent of total covered employment. Because of the BLS meth- 
ods used to collect data, it is very probable that these figures overstate the effect 
of a 90-cent minimum. 

All of the major industries except food and apparel had only a small proportion 
of their covered workers earning under $0.90. In manufacturing, primary and 
fabricated metal products, with 2 million covered workers, had 0.6 percent earn- 
ing under $0.90; machinery (except electrical), 1.4 million covered workers, 0.3 
percent under $0.90; transportation equipment, 1.6 million covered workers, 
less than 0.05 percent under $0.90; textile mill products, 1 million covered work- 
ers, 6.5 percent under $0.90; paper, printing and publishing, 1.1 million covered 
workers, 3.4 percent under $0.90; chemicals and products of petroleum and coal, 
with 75,000 covered workers, 3.1 percent under $0.90. In nonmanufacturing, only 
the agriculture, forestry and fisheries industry with 14,000 covered workers, had 
as much as 10 percent of its employees earning under $0.90. 
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2. $1 minimum would affect workers in only a few more industries than $0.90 
minimum 


The pattern of industrial impact of a $1 minimum would be similar to that 
of the $0.90 minimum. In 9 of the 24 industries, employing 9.9 million covered 
workers, or 44 percent of the total, the proportion of workers receiving under $1 
in April 1954, was less than 5 percent. In 3 industries, with 3 million covered 
workers, employees earning under $1 represented between 5 and 10 pereent of 
the total. Together with the 9 industries in the less-than-5 percent under $1 
class, these industries comprised 58 percent of total covered employment. 

Only five industries; with a total of 2.1 mitfion covered workers, had 20 percent 
or more of their employees earning under $1. ‘hese industries (lumber and 
wood products (except furniture), 39.2 percent; tobacco manufactures, 21.5 
percent; apparel, 31 percent; leather and leather products, 26.1 percent; and 
agriculture, forestry and fisheries, 85 percent) comprised only 9 percent of total 
covered employment. However, they accounted for 37.4 percent of the total 
number of covered workers receiving less than $1. The addition of the 183,000 
food and kindred product workers in this class brings the total under $1 for 
these 6 industries to 47.4 percent of all covered workers under $1. 

Virtually every major industry had less than 10 percent of its employees 
earning under $1, including primary and fabricated metal products, 1.4 percent ; 
machinery (except electrical), 0.7 percent; transportation equipment, less than 
0.05 percent; paper, printing and publishing, 6.1 percent ; chemicals and products 
of petroleum and coal, 5.1 percent; mining, 0.2 percent; contract, construction, 
less than 0.05 percent ; transportation, 0.4 percent ; communications, 3.2 percent ; 
gas and electric utilities, 1.7 percent; and finance, insurance and real estate, 7 
pereent. 


8. $1.10 minimum would not affect appreciable proportion of workers in half of 
American industries 


In 11 of the 24 industries for which information is ayailable, the adoption of 
a minimum wage of $1.10 would affect less than 15 percent of the covered work- 
ers ; these industries employ 53 percent of all covered workers. 

While workers in manufacturing industries receiving less than $1.10 totaled 
15.1 percent of covered employment in these industries in April 1954, only 8.7 


percent of the covered workers in nonmanufacturing industries earned under 
$1.10. Within the manufacturing division, the maior durable goods industries 
had less than 5 percent of their workers earning under $1.10, e. g., primary and 
fabricated metal products, 2.8 percent; machinery (except electrical), 1.8 per- 
cent; and transportation equipment, 0.1 percent. The total number of covered 
durable goods workers earning less than $1.10 (736,000) represented only 8.8 
percent of the total covered workers in these industries. 

In several nonmanufacturing industries, the proportion of covered workers 
who earned less than $1.10 was negligible, e. g., mining, 0.3 percent: contract 
construction, 0.5 percent ; transportation, 1 percent: gas and electric utilities, 4.1 
percent. 

More than half of the 2,846,000 covered workers who would be directly affected 
by the adoption of $1.10 minimum were employed in only five industries: Lum- 
ber and wood products (except furniture), 271,000; (9.5 percent of the total 
under $1.10); food and kindred products, 262,000 (9.2 percent); textile mill 
products, 310,000 (10.9 percent) ; apparel, 465,000 (16.3 percent) ; and leather 
and leather products, 125,000 (4.4 percent). 


4. $1.25 minimum would affect less than 20 percent of workers in industries 
employing half of covered workers 


The proportion of workers who were earning under $1.25 was less than 
20 percent in 10 of the 24 industries for which data are available; these indus- 
tries employed 51 percent of all covered workers. In five of these industries, 
the proportion earning under $1.25 was less than 5 percent: Machinery (ex- 
cept electrical), 4.2 percent; transportation equipment, 0.6 percent; mining, 
0.6 percent; contract construction, 1 percent; and transportation, 1.7 percent. 
For nonmanufacturing as a whole, only 15.9 percent of the covered employees 
earned less than $1.25 and, for durable goods manufacturing, the proportion 
was only 13.3 percent. 
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5. Increase in minimum wage would have negligible effect on payroll costs 


Adoption of a 90-cent minimum would result in an increase of 0.3 percent in 
total covered payrolls (table III). Assuming 2,000 workhours per year this 
means an increase of $200 million in annual payrolls. The only manufacturing 
industries which would increase its payroll cost by as much as 1 percent are 
lumber and wood products, 1.8 percent; apparel, 1.4 percent, and leather and 
leather products, 1 percent. In nonmanufacturing industries, only the agri- 
culture, forestry, and fisheries group, with 14,000 covered workers employed, 
would have an increase of 1 percent or more (6 percent). 

The cost of bringing covered workers up to a minimum of $1 would be $500 
million, only 0.6 percent of covered payrolls. The percentage increases in in- 
dividual industries varies from less than 0.056 percent in several industries to 
14.3 percent in the agriculture, forestry and fisheries group. Except for the 
latter, no industry would require a payroll increase of as much as 5 percent. 
Only the following would have to increase its payroll by 2 percent or more: 
Lumber and wood products, 4.1 percent; tobacco manufactures, 2.2 percent; ap- 
parel, 3.4 percent; and leather and leather products, 2.6 percent. Covered em- 
ployment in these four industries comprises only 9 percent of total covered em- 
ployment. 

A minimum of $1.10 would require a payroll increase of 1.2 percent in all 
covered industries, amounting to $960 million a year. Only 3 industries would 
have to increase payroll cost by more than 5 percent: Agriculture, forestry and 
fisheries, 24.8 percent; lumber and wood products, 6.8 percent; and apparel, 
6.1 percent. These industries employ only 8 percent of covered workers. 

Adoption of $1.25-minimum wage would be achieved at a cost of 2.6 percent 
of covered payrolls, or an increase of $2 billion a year. In 11 of the 24 indus- 
tries for which information is available, the increase in payrolls would amount 
to less than 2.5 percent ; these industries employ 53 percent of all covered work- 
ers. Only 3 industries would require an increase of 10 percent or more to bring 
covered employees to a minimum of $1.25: Lumber and wood products, 11.5 per- 
cent; apparel, 11.7 percent and agriculture, forestry and fisheries, 41.7 percent. 


Altogether, these industries employ less than 8 percent of the covered employees 
in the country. 
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TABLE III.—ES8timated increase in annual payrolls required to bring covered 
employees to specified minimum rates, April 1954° 


{Dollar figures in millions} 


90-cent . : . ; 
minimum $l minimum =‘ $1.10 minimum | $1.25 minimum 


Industry 


Dollar | Percent! Dollar Percent) Dollar Percent) Dollar | Percent 
in- | of pay in- | of pay- in- of pay- in- of pay- 
crease | rolls | crease rolls crease rolls crease rolls 


Total, private industries__.___- sd $497 .6 $064 
Manufacturing ?_. _- ‘ 1641 r 3s = 758 


Durable goods 2 j af 8 272 
Lumber and wood products. - 7 ; q 124 
Furniture and fixtures -.___- 23 
Primary and fabricated metal 
products 
Machinery (except electrical) 
Transportation equipment 
Instruments and related prod- 
ucts ; 
Miscellaneous manufacturing 
industries _ ____.__- 
Nondurable goods ?___--- 
Food and kindred products. 
Tobacco manufactures-.------.-.-- 
Textile mill products --_-------- z 
Apparel-and other finished tex- | 
eee : 
Paper, printing, publishing, 
and allied industries 
Chemical products of petroleum 
and coal. eco 
Leather and leather products. wai 


bho bo be te 


a> 
“N 


© 


- 


Nonmanufacturing ?____.-..--- 





Mining ioe (3) (4) 

Contract construction ___.-_._._----- (3) (*) 
Transportation 5 (3) : § , 14 
Communications. .----....--------- : : 4 af ll od 3 
Gas and electric utilities__._.....___- 2 ; 5 a 14 
Wholesale trade ; 45 8 85 ad 173 3. 
Retail trade -- ‘ 10 a 21 1 51 6. 
Finance, insurance and real estate _- e.4 13 ; 37 : 119 | 3.7 


1. 


a-Donrr 


1 See sqeds table 5 for methods used-to compute per-man-hour dollar increases and percentages of pay- 
roll. Dollar increases per manhour have been converted to annual totals by multiplyiag by 2,000; percent 
ages of payroll on an annual basis are assumed to equal the manhour percentages. 

? Includes industries not shown separately. 

3 Less than 0.05 percent. 

4 Less than $500,000. 

5 Includes railroads, trucking and warehousing, and other transportation and services. 
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TaBLe 2.—Percentages of plant workers earning under $0.75, before and after 
January 1950 


Percent of plant 
workers earning 
under $0.75 


Industry and area and dates of survey aaneam 





Before | After 
| January | January 








1950 | 1950 
Southern sawmills, October-December 1949 and March 1950: 
Total ot ; 69 x 
Sawmill workers in integrated sawmills...._.______- she 70 9 
Logging workers in integrated sawmills -__--_---- ae ; some 70 12 
Southeast --__. Gada 7 ee 77 7 
Southwest______- ; 5 , | 64 12 
Border States 43 4 
Fertilizer industry, March- aes 1949 and ee ar 1950: , 
Total bcd | 24 5 
Interstate business ___- ; ws on ahs | 19 (1) 
Intrastate business - - -- : += 7 i= | 49 29 
Southeast ___--__- io ee eee: Swe ‘ we | 44 10 
ik al eee se ie ain eds eens See ; : se 46 6 
Border States___- Se cdee 10 | 1 
New England__-.- ioe gia eat sosindcncnatieaels 1 3) 
Middle West : st : a eee 1 
Middle Atlantic_ ia aa tee tee he ici incense aienmaie . al 2 | 
I i edna tie emacs ; : cS as () }-=-- 
Pacific . i 
Men’s dress shirt and nightw ear, , August 1949 and March 1950: | 
Total ; 37 4 
Southwest__- beh BAD ee ee ee ; 73 3 
Southeast ----_- Ee aide os ie socket Sipura hacen abinatlioe ia ek res 58 5 
es a ond aeaeeionae sicue-dnaaeel | 52 2 
I Selec ; send 47 5 
Great Lakes ee ea Nate oe ae ait 5 29 4 
aa alienate eeeMinoeh wba i : 24 | 3 
ats Sa alhomiemmcw dad deiad sare bean 21 4 
EE a oe See ae 2 8 seis nsig ws ansiendiiaie aegenetoaeiceetaanee ion wake heen aa | 7 | 1 
Men’s seamless hosiery, October 1949 and March 1950: | 
NNN oe a cic cmcobbawanns . 40 2 
No cS Ma ee 31 2 
Wenteen- Galem-tiwe Point, N. ©............................. 13 2 
Wood furniture (excluding upholstered), September 1949 and March 1950: 
eI I: OS no cen embineweapcceas ; 13 ote 
ee a kp ahacmninwabaeaannwens irsiee ction Rael Benne 
I ee slescicermmnts et aute pie aoe net aa elaine Ghote 


i ie | 
1 Less than 0.05 percent. 
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TABLE 3.—Comparison of industry average hourly earnings as reported in BLS 
industry studies and regular BLS monthly reports for manufacturing indus- 
tries, 1951-54 





Industry 


Food and kindred products: Distilled, 
rectified and blended liquors. 
Tobacco manufactures: 
Cigarettes 
Tobacco and snuff 
Testile mill products: Yarn mills_ o 


Cotton, silk and synthetic broad wov- 
en fabrics. 
Woolen and worsted broad woven 
fabrics. 
Full-fashioned hosiery - _- 
Seamless hosiery — 
Miscellaneous textile industries: 
Felt goods (except woven felt and 
hats). 
Lace goods 
Paddings and upholstery filling 
Processed waste and recovered 
fibers. 
Artificial leather and oilcloth and 
other coated fabrics. 
Cordage and twine__- 
Apparel and other finished textile 
products: 
Men’s and boys’ shirts and night- 
wear. 
Work shirts____- 
Furniture and fixtures: 
Household furniture 


Wood household furniture except 
upholstery. 

Wood household furniture uphol- 
stered. 


Mattresses and bed springs. i 


Paper and allied products: Pulp, 
paper and paperboard mills. 
Leather and leather products: 
Leather tanning, currying and 
finishing. 


Stone, clay and glass products: Struc- 
tural clay products. 
Primary metal industries: 


Steel foundries _- ee Oe 


Nonferrous foundries - 


Electrical machinery: Radios, phono- 


graphs, television sets and related 
products. 


Industry 


study 


Straight 
time 
average 
hourly 


earnings ! 


April 1952 


May 1951 
‘do 


March 1952 and April- 


May 1952. 


| March 1952 


April-May 1952- - - 


November 1952 
do 


October 1953... 
..do 
do 
do 


..do-_- 


do 


May 1954- 
July 1953 F Ke 


February and 
1954. 


EE Bin teas once 


May 


February 1954_- 


—— ; 
April 1952 


May 1954 
March 1953......---.-- 


“May 1954 


December 1951 
August 1951_ 
November 1951-__-_- 





1 Excludes premium pay for overtime and night work. 
2 Gross average hourly earnings have been adjusted to eliminate overtime premium in accordance with 


BLS formula. 
3 Median rate. 


$1. 65 


Regular monthly 
reports 


Differ- 


Gross Adjusted ence 
average average 
hourly hourly 


earnings jearnings ? 


$1. 767 $1.73 


34 


25 


4 Weighted average of components reported by BLS; production worker employment used as weights. 
5 Average for integrated mills, i. e., including spinning and weaving. 
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Fact SHEET No. 13 


INCREASED BUYING POWER GENERATED BY REALISTIC MINIMUM WAGE WOULD ENABLE 
LOW-INCOME FAMILIES TO REDUCE THEIR DEBTS AND RAISE LIVING STANDARDS AND 
PROVIDE 4 SOUNDER UNDERPINNING FOR HIGH EMPLOYMENT ECONOMY 


The high level of acivity being achieved by the American economy relies heavily 
on consumer credit to maintain the demand for goods and services. Mass pur- 
chasing power must step in to replace the shrinkage in governmental expendi- 
tures. The overextension of families with low incomes constitutes a grave 
threat to the continuing vitality of consumer demand. A higher minimum wage 
will enable hard-pressed low-income families to meet their debt obligations and 
thereby permit them to remain active purchasers. The added buying power 
generated by a higher minimum wage will bolster demand and make full em- 
ployment possible. 

The volume of consumer credit outstanding has soared since the war. From 
the end of 1945 to the end of 1953, consumer debt increased sharply ever year 
jumping from $5.7 billion to $29.5 billion in 8 years, for an average annual in- 
crease of $3 billion. In 1954 the increase was only $600 million, indicating a 
tapering off in the ability of consumers to shoulder additional debt. Since then 
consumer credit has risen in volume again to finance the large volume of auto- 
mobile, durable goods, and installment purchases. 

A shot in the arm is needed among lower income groups to permit them to 
repay accumulated debts to continue in the market for goods. 


J. Lower-invcome families will be able to repay debts and lift their living 
standards 

According to the Bureau of Labor statistics Survey of Consumer Expenditures 
in 1950, the average urban family with $1,500 income a year (the amount yielded 
by the current minimum of $0.75 an hour at 2,000 hours of work per year), 
spends $174 more than it earns. Based on the spending patterns of families 
in these income brackets with an increase in income of $300 a year (resulting 
from an increase in the minimum wage to $0.90), the average affected family 
could be expected to use $50 to reduce its indebtedness and to spend the remain- 
ing $250 to raise its standard of living. 

An increase in the minimu mwage to $1 would enable the average family cur- 
rently earning $1,500 a year to repay $74 of its debts and to increase expendi- 
tures by $46 a year. 

A minimum of $1.10 would result in the reduction of indebtedness by ap- 
proximately $100 for the average $1,500-a-year family, leaving $600 for lifting 
its living standards. 

Adoption of the $1.25 minimum would enable the average $1,500-a-year family 
to pay off $125 of its debts and to increase expenditures by $875 a year. Instead 
of having to spend $174 more than the family earned, such families would have 
a deficit of $49 a year and they could afford a standard of living 52 percent 
higher than they can maintain under the 75-cent minimum. 


2. Added expenditures would stimulate industries in need of improvement 


The added expenditures flowing from the higher income which a realistic 
minimum wage would bring would benefit industries in particular need of 
improvement (table I). 

Farmers, food processors, and distributors would receive:the lion’s share of 
the added expenditures, $55 million under a $0.90 minimum, $138 million under 
a $1 minimum, $271 million under $1.10, and $606 million under a $1.25 minimum. 
These sums represent between 27 and 2914 percent of the total added expendi- 
tures induced by higher minimum rates. 

Automobile producers and dealers, whose exceptionally high sales in the past 
5 months have created misgivings about the liklihood of being maintained, would 
be assured of continuing strength in the market for cars by additional expendi- 
tures of from $24 million to $283 million, depending upon the new minimum 
rate. The proportion of added spending going to automobile transportation 
varies sharply from a low of 12 percent at $0.90 to a high of 13.8 percent at 
$1.25. 

Textile and clothing manufacturers and distributors, whose sales have been 
markedly depressed, can look forward to a boost of between $22 and $225 million 


a year from higher incomes created by the new minimum wage, almost 11 percent 
of the total added expenditures. 
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Manufacturers and distributors of housefurnishings and equipment, who are 
important purveyors of the high American standard of living, can expect sub 
stantial benefits from a higher minimum, with consumer expenditures rising 
between $20 and $239 million a year. The proportion of the total added income 
going for these items increases sharply as the minimum rises, from a low of 
9.7 percent at $0.90 to a high of 11.6 percent at $1.25. 

Home builders and mortgage lenders would have a firm underpinning for 
continuing the expansion in housing construction, receiving additional amounts 
varying from $10 million in case of the $0.90 minimum to SSS million under the 
$1.25 minimum. These expenditures amount to between 4.3 and 5 percent of the 
additional spending that can be expected. 

Significant gains in the demand for all of the other goods and services that 
make for a decent standard of living can be expected as a result of a higher 
minimum wage. Altogether, the income stream would be augmented by $202 
million a year by the adoption of a 90-cent minimum, $497 million by the $1 
minimum, $964 million by $1.10, and $2,056 million by $1.25. Only the $1.25 
minimum would create a volume of demand sufficient to assure a major step 
in the direction of full employment. 


TABLE 1.—Estimated disposition of additional annual income derived from higher 
minimum wages by families of affected wage carners 


$0.90 minimum $1 minimum $1.10 minimum $1.25 minimum 
Type of disposition ~ —— 1 eo 





Millions | Percent, Millions | Percent; Millions | Percent Millions | Percent 


$202 | 100.0 | $497 | 100.0 ¢ 100.0! $2,056! 100.0 
55 | 27.3 | 138, 27.8 ‘ 28.1 | 606 | 2.5 
10 5.0 23 4.6 | 5 | 88 43 
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TABLE II.—Estimated annual average expenditures per family of urban worker 
families with incomes of $1,500 and specified increments above $1,500 


oe i > p y 
Per family ex itures at annv Percent increase in per family ex- 
r ra - e o annual | penditures over amount spent 
at $1,500 income 


























Type gy a ee eee eee 2 eee ee —s 
$1,800 | $2,000 | $2.200 | $2,500 
$1,500 ! | $1,800 2| $2,000 3 | $2,200 4| $2,5005) in- | in- in- in- 
| | come 2 come *| come ‘| come 5 
Pa oa et ee tele Eee eee Tere 
| 
NG isk cn sete | $1,674 | $1,924 | $2,100 | $2,275 | $2, 549 | 15 | 25 | 36 | 52 
Meet. 23.222 eeese ..--| 581} 663| 719| 776 R68 | 14 24 | 34 | 49 
NR: «Side den acaaree | 286) 301) 310) 319) 331) j 8 | 12 | 16 
Fuel, light, refrigeration, | | | | 
_ ee 9%} 101; 104) 107) 112) 5 | 8 11 | 17 
Household operation... __- | 3 91 | Piel) mt Or" 24 34 
Housefurnishings and equip- | | 
RS i cakasabin hagaGok ; 67 96 117; 138] = 176 | 43 | 75 106 | 163 
tO oe 151 | 183 205} 227} 260) 21 | 36 | 50 | 72 
Women and girl’s outer- | 
MA scons cy. Seba nals 2 boon fo 2s cca cmp ce Sef aro oge 39 | 56 
Men and boys’ outerwear... | 23 | 31 | 37 | 42 | 51 | 35 | 61 | 83 | 122 
Automobile transportation __ 71 107 | 135 | 163 | 205 | 51 90 | 130 189 
Other transportation... _-- 43 47/49 51] 54 | 9 14 19 26 
Personal care. .......---.--. | 42 48 53 57; 64, 14] 26 | S386] 52 
Medical care... ---_..___| 7\ 107) 115) 123 135 10 | 19 | 27 39 
Recreation... ..-..--.-_--- Pe ar ar eo oe a oe te | 52 
| | | 


| 


! Corresponds to $0.75 hourly rate (assuming 2,000 hours of work). 
2 Corresponds to $0.90 bourly rate (assuming 2,000 hours of work). 
3 Corresponds to $1 hourly rate (assuming 2,000 hours of work). 

* Corresponds to $1.10 hourly rate (assuming 2,000 hours of work). 
5 Corresponds to $1.25 hourly rate (assuming 2,000 hours of work). 
* Includes expenditures not shown separately. 








8. Higher incomes would result in major gains in living standards per family 


Enactment of a higher minimum wage would result in significant improve- 
ments in the standard of living of families currently receiving incomes of $1,500 
a year (the amount corresponding to $0.75 per hour, assuming 2,000 hours of work 
a year). (Table II.) 

The average expenditures for food by each such family would increase in 
about the same proportions as total expenditures: 14 percent for food under a 
90-cent minimum ; 24 percent under a $1 minimum; 34 percent for food under a 
$1.10 minimum, and 49 percent for food under a $1.25 minimum. These gains are 
particularly significant because of the inadequate diets of low-income families. 

The following types of expenditures would rise even more sharply: 

Automobile transportation, which is so important in pacing the economic recov- 
ery, would increase for the average $1,500-a-year family by 51 percent under a 
90-cent minimum, 90 percent under $1, 130 percent under $1.10, and 189 percent in 
the case of $1.25. 

Housefurnishings and equipment, also a key to the dynamism of our economy, 
would rise by 43 percent under a 90-cent minimum, 75 percent under $1, 106 
percent under $1.10, and 163 percent under a $1.25 minimum. The large gains 
which the low-income families could make in their purchases of housefurnish- 
ings and equipment and automobiles would give them a real stake in the hard 
goods which are the hallmark of the American standard of living. 

Clothing expenditures, which have been lagging behind the rest of consumer 
spending, resulting in widespread unemployment, would enjoy the following in- 
creases: 21 percent under a 90-cent minimum, 36 percent under $1, 50 percent 
under $1.10, and 72 percent under $1.25. Men’s and boys’ outerwear buying 
would increase markedly (between 35 percent at a 90-cent minimum and 122 
percent at $1.25), reflecting the low level at which the male members of the low- 
income family are compelled to keep their wardrobes in order to meet the urgent 
needs for food and shelter and maintain a semblance of decency in the attire of 
the female members. 

Substantial improvements in the level of living would also occur with respect 
to the other items of expenditures if an adequate minimum wage were enacted. 
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APPENDIX 
SOURCES AND NOTES 


The estimates contained herein were derived from data furnished by the 
Bureau of Labor Statistics of the United States Department of Labor, supple- 
mented by statistics on employment and wages of workers covered by State 
unemployment compensation laws published by the Bureau of Employment Se- 
curity of the Department of Labor and by estimates of covered employment as 
of September 1953. 

Manufacturing industries 


The percentage distribution of production workers in manufacturing indus- 
tries reported by the Bureau of Labor Statistics in Wage Distribution for Fac 
tory Workers. April 1954, was applied to the estimated number of covered 
employees in each industry derived from estimates available for September 1953 
(table I of Fact Sheet No. 10) by adjusting for changes in employment between 
September 1953 and April 1954, as reported by the Bureau of Labor Statistics. 
(See appendix table 4 for a detailed breakdown of the estimates of covered em- 
ployment. ) 

Nonmanufacturing industries 


Estimates of covered employment for April 1954 were derived for nonmanu- 
facturing workers as described above for manufacturing industries. (See 
appendix table 4.) The percentage distribution of covered workers in each 
industry, by wage class (table Il), was estimated on the basis of the following 
data : 

Mining.—Wage chronologies and average hourly earnings reports of BLS. 

Contract construction.—Union wage scales in the building trades published 
by BLS. 

Transportation.—Union wage scales of motortruck drivers and helpers and 
wage structure for warehousing (1945 data brought up to date by applying 
average wage increase) published by BLS. 

Communications—BLS Report No. 72: Earnings of Communications Workers, 
October 1953. 

Gas and electric utilities—BLS Report No. 12 Wage Structure, Electric and 
Gas Utilities, July 1952. 

Wholesale trade.—Based on wage distribution in manufacturing industries. 

Retail trade.—BLS Series 2, No. 78, Wage Structure, Department and Women's 
Ready-to-Wear Stores, 1950, adjusted to reflect average increase in wages in 
department stores and general mail-order houses from 1950 to April 1954. 

Finance, insurance and real estate.—BLS Bulletin No. 1157, Wages and Related 
Benefits, Major Labor Markets, 1953-54. 

Agriculture, forestry, and fisheries—Based on Department of Agriculture 
data on farm wage rates, without board or room, April 1, 1954. 

Service and miscellaneous —BLS Earnings in Power Laundries in Mid-1953 
and BLS data on average hourly earnings in service and miscellaneous indus- 
tries, April 1954. 

Estimated average straight-time hourly earnings in appendix table 5 were 
computed from gross average hourly earnings reported by BLS by applying ad- 
justment factors developed by BLS for eliminating overtime premium. For 
industries in which overall averages are not published by BLS, weighted averages 
for available components were computed, using employment as weights; these 
were checked against average wage data compiled by the Bureau of Employment 
Security for workers covered by state unemployment insurance laws. 

See footnotes to appendix table 5 for method used for calculating increases 
in payroll per man-hour required to bring covered employees to specified minimum 
rates. Estimates of annual payroll increases were based on an average work 
year of 2,000 hours. 


Fact SHEET No. 15 


MEMORANDUM ON THE DEVELOPMENT OF AN ADJUSTMENT FACTOR TO ACCOUNT FOR 
DIFFERENTIAL PRICE CHANGES FOR LOW-INCOME GROUPS 


1. ‘Market basket” used for BLS Consumer Index is not applicable to low- 
income families 


The Consumer Price Index of the United States Department of Labor is an 
“index of change in prices of goods and services purchased by city wage 
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earner and clerical-worker families”. These families have been defined by the 
Bureau of Labor Statistics as follows: 

“Units of 2 or more persons who live in the 3,000 towns, cities, and suburbs 
of the United States, ranging in size from small cities of 2,500 population to the 
largest cities. The heads of these families are wage earners or salaried clerical 
workers, including craftsmen, factory workers, laborers, clerks, sales and service 
workers (except domestic service workers). Many of the families have two or 
more wage or salary workers; as a result, average family incomes are higher 
than average individual earnings. (Families with incomes after taxes of $10,000 
or more are excluded.) The average size of the families included in the index 
was estimated to be about 3.3 persons, and their 1952 average family income 
after taxes was estimated at about $4,160.”2 [Emphasis supplied.] 

The expenditure patterns of families covered by the above definition were 
used by the Bureau of Labor Statistics to arrive at the “market basket” employed 
to compute the Consumer Price Index. Obviously, the distribution of goods 
and services bought by the urban wage earners and clerical-worker family group 
described above (with an average family income of $4,160 in 1950) is not rep- 
resentative of the expenditure pattern of low-income families, e. g., those with 
family incomes of $1,500 a year. The staff of the Subcommittee on Low-Income 
Families of the Joint Committee on the Economic Report found that “low- 
income families use a much larger share of incomes for food than do high- 
income families.’ This report continues as follows: 

“City families the country over were found to be spending about a third of 
their incomes for food in the spring of 1948. The averages ranged from 74 
percent for families with incomes of less than $1,000 to 17 percent for those 
with $7,500 or more. Families with less than $2,000 income, about one-sixth 


of the total number, used 48 percent of their incomes for food ; those with incomes 
of over $2,000 used 30 percent.” 


2. Goods and services used for WPA Emergency Budget are representative of 
expenditures of low-income families 


The Works Progress Administration Budget of Goods and Services Necessary 
for Operation Under Emergency Conditions, compiled in 1935, was described by 
that agency as “establishing representative goods and services characteristic of 
the standard of living of industrial, service and other manual workers of small 
means.” * The budget is “the cost of maintaining an adequate standard of living 
at the lowest economic level * * * the resulting budgets are applicable generally, 
with little or no modification, to low-cost living in urban areas * * * needs are 
related to the following persons : 

“male industrial, service or other manual worker of small means; his wife 
who does all the work in the home, including cooking, cleaning, laundry, etc.: 
children of both sexes, between the ages of 2 and 15, inclusive * * * The con- 
tent of living pictured is a well-balanced sample of the items entering into normal 
consumption at the levels specified * * *”* 

Clearly, this is the level of living typical of the workers who would be directly 
affected by an increase in the Federal minimum wage. It is appropriate, there- 
fore, to use the “market basket” of goods and services encompassed by the WPA 


budget as the basis for measuring the effect of price changes on the cost of living 
. of these workers and their families. 


3. Prices of goods and services in WPA Budget rose 40 percent more than BLS 
Consumer Price Index from 1935 to 1944 


The research department of the Textile Workers Union of America, CIO, 
priced the cost of the WPA Emergency Budget in 5 textile communities in Janu- 
ary-February, 1944. This survey was “based upon the same procedures, prac- 
tices, articles, and allowances as the 1935 WPA survey * * * based on the most 
conservative possible pricing of the budget.” * 


1 Techniques of Preparing Major BLS Statistical Series, bulletin No. 1168, U. S. Depart- 
ment of Labor, 1954, p. 64. 


3 Loc. cit. 


3 Low-Income Families and Economic Stability, materials on the problem of low-income 
families assembled by the staff of the Subcommittee on Low-Income Families, Joint Com- 
mittee on the Economic Report, 1949, p. 23. 

* Margaret Loomis Stecker, Quantity Budgets of Goods and Services Necessary for a Basic 


Maintenance Standard of Living and for Operation Under Emergency Conditions, WPA 
“S'Tbid, — series 1, No. 21, 1936, preface. 
d., p 


® Substandard Conditions of Living, TWUA, ClO, 1944, preface. 
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The Acting Commissioner of Labor Statistics of the United States Department 
of Labor has written to the union’s director of research concerning this survey 
as follows: 

“From our knowledge of the methods which you used in the field work and of 
the methodology of the report it seems to us that you have made a very valuable 
contribution to the information available on the cost of the standard of living 
provided by the budget prepared by the Division of Social Research of the Works 
Progress Administration in 1935. I am informed by the members of our field 
staff who trained your fieldworkers in techniques of obtaining retail prices that 
in their opinion your fieldworkers did a careful and conscientious piece of work 
in securing prices for the goods defined by the specifications appropriate to the 
‘emergency’ level which were provided you by the Consumers Prices Division 
of this Bureau. I understand also that the sample of stores from which prices 
were secured was carefully selected to represent the places where the textile 
workers buy. 

“The differential between the average cost of the ‘emergency’ budget in the 3 
New England communities and the 2 southern communities which you surveyed 
corresponds very closely with the differential shown in the cost of the ‘main- 
tenance’ budget in New England and in the Southeast as estimated by this 
Bureau.” * 

The full text of the letter from Mr. Hinrichs is attached as appendix I. 

The results of the union’s survey show that the commodities and services in 
the WPA Emergency Budget cost an average of $1,400.38 in the 5 textile com- 
munities studied in January-February 1944.° The corresponding cost of the 
budget compiled by the WPA was $1,020.97 in March 1935. Thus, the average 
price increases for low-income families during this period was 37.2 percent. 

The BLS Consumer Price Index, which is designed to measure the average 
price change for all city wage-earner and clerical workers families with incomes 
under $10,000 a year increased from 58.5 to 74.3 from March 1935 to January- 
February 1944 (1947-49=100). The increase in the BLS index over this period 
was 27 percent. The increase in prices for low-income families was, therefore, 
40 percent greater than the rise in the BLS Consumer Price Index from March 
1935 to January-February 1944. (Table I.) 


APPENDIX I 


COPY OF LETTER FROM ACTING COMMISSIONER OF LABOR STATISTICS RESPECTING 
UNION’S SURVEY OF COST OF WPA EMERGENCY BUDGET 


UNITED STATES DEPARTMENT OF LABOR, 
BureEAv oF LABOR STATISTICS, 
Washington, April 15, 1944. 
Mr. SotoMon BARKIN, 
Director of Research, Textile Workers Union of America, 
15 Union Square, New York, N.Y. 

Dear Mr. BaRKIN: I have read with a great deal of interest the report of the 
Textile Workers Union of America on the cost of the “emergency” budget in five 
textile communities, and am supplementing the memorandum of April 7. I’m 
sorry we couldn’t send you this detail earlier. 

We do not have the data which would be required for a detailed evaluation of 
the results that you have obtained, but from our knowledge of the methods which 
you used in the fieldwork and of the methodology of the report it seems to us 
that you have made a very valuable contribution to the information available on 
the cost of the standard of living provided by the budget prepared by the Divi- 
sion of Social Research of the Works Progress Administration in 1935. I am 
informed by the members of our field staff who trained your fieldworkers in 
techniques of obtaining retail prices that in their opinion your fieldworkers did 
a careful and conscientious piece of work in securing prices for the goods 
defined by the specifications appropriate to the “emergency” level which were 
provided you by the Consumers Prices Division of this Bureau. I understand 
also that the sample of stores from which prices were secured was carefully 
selected to represent the places where the textile workers buy. 

The differential between the average cost of the “emergency” budget in the 3 
New England communities and the 2 southern communities which you surveyed 


7 Letter from A. F. Hinrichs to Solomon Barkin, April 15, 1944. g 
8 New Bedford, Mass., Lewiston-Auburn, Maine, West Warwick, R. I., High Point, N. C., 
Henderson, N. C. 
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corresponds very closely with the differential shown in the cost of the “main- 
sca al budget in New England and in the southeast as estimated by this 
ureau. 

We do not have the basis for checking the increase in the cost of the “emer- 
gency” budget since 1935, as most of the lowest quality goods priced for our 
index of the cost of the goods purchased by wage earners and clerical workers 
are of higher quality than those which were specified for the “emergency” 
budget. Our figures do show, however, that changes in the cost of the lowest 
quality goods which we price have been greater than the cost of the medium- 
quality goods which are also included in our index. We have no way of deter- 
mining whether the increase is as large as that shown. 

It is going to be difficult to support the allowance of $109 per year which you 
have ineluded to compensate for lack of knowledge of nutrition and poor planning 
in food buying. There is no way of knowing how much money would be re- 
quired to insure adequate diets for textile workers’ families to compensate for 
these factors. 

We are of the opinion that the report overemphasizes the monotony of the diet 
provided by the Bureau of Human Nutrition and Home Economics low-cost diet 
plan. The “weighting plans’ used in these diets are devices for pricing the diets 
by the use of a limited list of foods. The list, therefore, does not represent the 
entire choice of foods that families could make within the diet plan. We recom- 
mend, therefore, that you send the section on the food budget to the Bureau of 
Human Nutrition and Home Economics for review. 

We note one important difference in your method of computing the average 
prices used in calculating the cost-of-food budget. You have given a heavy 
weight, in comparison to ours, to independent stores of fairly small size (OPA 
class 1 and 2 stores)—-where prices are generally higher—on the grounds that 
textile workers usually buy in stores where they can obtain credit. We under- 
stand that you have special information on this subject as it relates to the textile 
workers. 

As we understand it, the clothing and house-furnishings section of your budget 
represents the costs of the goods specified for inclusion in the emergency budget 
of WPA without any allowance for quality deterioration. We feel that this is 
the correct procedure since the Bureau made every effort to supply you with 
adequate specifications so that you might price essentially the same quality of 
goods as had been priced for the emergency budget in 1935. 

It was a pleasure for me and the members of the Bureau's staff to work with 
you and your group on this study. 

Cordially yours, 
A. F. HrnricHs, 
Acting Commisisoner of Labor Statistics. 


TABLE I.—Comparison of change in cost of WPA emergency budget with change 
in BLS consumer price index, March 1935 to January-February 1944 











January- “ 
March “ Percent ; 
1935 | February | increase | Ratio 

WPA emergency budget, New England and South 

I i sn eh. A Sebi iin ! $1, 020.97 | 2 $1, 400. 38 | Bie Li seed 
BLS Consumer Price Index (1947-49= 100) - - - ._------- 58.5 | 374.3 | 97,0 |i easna- seers 
Ratio of percent increase in WPA emergency budget | 

Sp eens wereeey En PENS GEE Wee stale owen pees onus eestieses i 1.4 





1 Arithmetic mean of New England and South Atlantic area figures. Food schedule employed in WPA 
budget has been replaced by the Bureau of Human Nutrition’s low-cost family budget; the March 1935 
cost of this food budget was estimated by applying the percentage change in the BLS average food price 
(weighted according to the low-cost family food plan) between March 1935 and January 1944, to the food 
cost compiled in the January-February 1944 TWUA survey. 

2 See Substandard Conditions of Living, TWUA, 1944, table ITI, for details. 

3 Arithmetic mean of indexes for January and February 1944. 


SUPPLEMENT TO Fact SHEET No. 15 


THE INAPPLICABILITY OF THE CONSUMER PRICE INDEX TO THE MEASUREMENT OF 
PRICE CHANGES FOR LOW-INCOME FAMILIES HAS LONG BEEN RECOGNIZED 


In 1943, the Special Committee of the American Statistical Association which 
prepared an appraisal of the United States Bureau of Labor Statistics Cost of 
Living Index, made the following comments concerning the applicability of the 
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BLS index (since renamed to Consumer Price Index) to the measurement of 
changes in prices for low-income families : 

“The general index is a national average, and relates to large cities only. There 
is considerable variation in the level of living costs in different parts of the 
country, and in the degree of change in living costs in different regions * * *. 
Living cost changes vary also with income levels. Recent advances have been 
somewhat greater for workers at lower income levels because foods, which have 
risen sharply in price, are of greater importance in the budgets of low-income 
families. Such variations are characteristic of economic changes in a system 
as diverse as that of the United States. 

“These facts have relevancy for several possible uses to which the index may 
be put in connection with wage and salary adjustments. In the first place, in the 
application of general wage policies of national scope it is proper and necessary 
to utilize a measure that averages these varying movements, as a national index 
does. If wages and salaries of workers in particular regions, in particular in- 
dustries and at particular income levels are to be adjusted to living cost changes 
affecting them specifically, indexes of living costs adapted to special circumstances 
will be required. The construction of adequate regional and other special pur- 
pose index numbers of living costs would involve broader sampling and heavier 
expenditures by the Bureau of Labor Statistics” (Journal of the American 
Statistical Association, December 1943, pp. 401—402). 

In 1951 hearings before a subcommittee of the House Committee on Education 
and Labor, pursuant to House Resolution 73 (82d Cong., Ist sess.), the follow- 
ing testimony was given respecting the need for separate indexes to measure 
price changes for low-income families : 

Solomon Barkin, research director, TWUA-CIO, on behalf of the CIO: 

“Our second suggestion is that the Bureau produce an index of a lower-income 
group, which is represented by persons on relief and in other similar circum- 
stances, namely, an income group close to that of the WPA emergency sustenance 
budget. I am referring to that because it is a very clearly defined budget. It 
so happens that I am technically well acquainted with it. I have priced it and 
I have worked with it. It represents a completely lower-income group, for which 
prices rise more rapidly during periods of rising prices than for the income group 
which is now represented by the index. 

“For example, many relief agencies of this country and many people work- 
ing with persons who are aged and retired, are trying to find out how much 
you should pay them, and what do these people need, and what is the change 
in price level required in the way of adjustment in the relief or aid given. 

“Now, you can’t use the index that we now have, because that is for a higher- 
income group. For the lower-income group you need a different kind of index. 
That is true not only because food and the essentials of life compose a larger 
proportion of the expenditures, but because they buy lower-quality things, 
different kinds of things, and consequently follow a different price trend” (hear- 
ings, p. 219). : 

Isador Lubin, former Commissioner of the Burean of Labor Statistics of the 
United States Department of Labor, presently industrial commissioner of the 
New York State Department of Labor, and United States Representative on 
the Economic and Social Council of the United Nations at the time of his testi- 
mony, said: 

“As to the second question you raise, relative to whether or not we should 
have a cost-of-living index which measures what it costs certain people to live, 
whether they be on railroad pensions or relief clients, or what not, I think as 
a matt- of public policy we should have such an index. It will not be a sub- 
stitute vr the retail price index. We should recognize in advance that such an 
index is something entirely different and independent from a retail price index. 

“TI think very definitely that such an index is of great importance. If a bill 
comes before this committee to amend the minimum-wage law, your decision 
will be in large part determined by what you think is the minimum cost of 
maintaining a family of a given size in the United States. An index such as 
you suggest would be very important in coming to a conclusion. 

“Mr. Barkin has mentioned that welfare agencies all over the country, public 
and private, need information of that sort to decide how much they should pay 
to people on relief. There is a definite public need for such an index. It has 
little relationship, really, to collective bargaining, except in the sense that it has 
a bearing on what minimum wage rates should be” (hearings, p. 273). 
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Ewan Clague, Commissioner of the Bureau of Labor Statistics at the time 
of his testimony and currently Special Assistant to the Secretary of Labor, pend- 
ing confirmation of his renomination as Commissioner, engaged in the following 
colloquy with Charles R. Howell, who was a member of the subcommittee: 

“Mr. HowELL. Would you feel it (Consumer Price Index) would be seriously 
out of line with what you mentioned, for the use of old couples living on a 
pension and social security, and so forth? 

“Mr. CLAGUE. Well, it is not out of line. If we made a more perfect index 
for them, there would be a little difference. For example, you can readily see 
that they, being an old couple, eat less, for instance, than a young couple, and 
their food proportion might be less and the kinds of food they buy would be 
somewhat different. They might eat less meat. And if you want to get a 
better market basket for them, it could be drawn up, and an index computed. 

“Mr. HowELi. Would you suggest, then, that their cost-of-living or price fac- 
tor had not gone up as much as the index? 

“Mr. CLacus. Well, that I could not be sure of. I would not know. We 
would have to know how they lived in 1939. I would rather not guess on that. 
They would have a different market basket which might behave differently in 
producing an index” (hearings, p. 406). 

In his prepared statement, Mr. Clague noted that “the expenditure patterns 
and the price movements for a given group of the population are rather similar 
among large cities, but both the expenditure patterns and the effective price 
movements may be very different among groups, even within the same city, 
if they differ greatly in income level or standard of living * * * we hope to 
be able to make supplementary indexes of the effects of price changes on other 
identifiable groups in the population. This is especially important for those 
groups who are covered by various welfare programs and who are especially 
vulnerable to changes in prices: for example, persons living on pensions and 
families receiving public assistance of one kind or another” (hearings, p. 394, 
emphasis supplied). 


TABLE A.—Comparison of changes in the components of the BLS Consumers’ 
Price Index and the cost of the WPA emergency budget, March 1935 to 
January-February 1944 
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| | change 
| in CPI 
cc  —— — ee Le cee | oy 
eenbtabecnst-aeiin S | 8:7] 1361 36.5 | + $462.43 | $642.26 | 38.9 | 1.1 
Clothing and clothing upkeep__| 96. 8 135. 0 39.5 99.78 | 191.91 | 92.3 2.3 
BS te ure ree ode | 93.8 108. 1 15.2| 171.10 | 200.82 17.4 | 1.1 
Fuel, electricity, and ice __-_..-_- | 102. 1 109.9 7.6 87. 56 119. 70 | 36.7 | 4.8 
Gas and electricity. ..........-- 5102.8 96.0 —6.6 | $15.06; 614.71 | —2.4 it 
Other fuels and ice-____...._.--| 598.8 123. 4 4.9) 772.50 | 7104.99 | 44.8 | 1.8 
Housefurnishings__....__..____- 94.2 | 128.5 36. 4 | 18.90 | 39. 70 | 110.0 3.0 
Miscellaneous..............._-- | 981) 1186 20.9 | $169.99} $221.06) 30.0 1.4 
} — — j —| uu Lome | 
TS TMiAbcal TUAR GAR | 97.8! 124.0 | 26. 8 | 1,020.97 | 1, 400. 38 | 37.2 1.4 
\ 








! Arithmetic mean of January and February indexes. 

2? Average New England and South Atlantic; excludes adjustment for food buying habits. 
. + ge by TWUA-CIO; see Substandard Conditions of Living; excludes adjustment for food buying 

abits. 

4 Estimated by applying gener difference in cost of low cost family food plan between January 1944 
and March 1935 (based on BLS price data) to January 1944 cost. 

5 Monthly average for 1935. 

6 Electricity. 

7 Includes gas. 


* Includes personal care, household supplies, unspecified essentials, und miscellaneous items. 
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Fact SHEeEt No. 16 
LUMBER AND WOOD PRODUCTS INDUSTRY CAN ABSORB $1.25 MINIMUM WAGE 


I. Lumber and timber products industry successfully absorbed prior increases in 
minimum wage 

(a) NRA Code set first Federal minimum.—The NRA code prescribed a basic 
40-hour week which reduced weekly hours from 60 hours per week in the South 
and 48 hours in the North. Exemptions were granted by the Administrator 
during seasonal periods up to 48 hours but they had to be averaged out to 40 
hours. 

Minimum wage rates ranging from 23 to 42.5 cents were set to correct the 
low wages prevailing in the industry. Rates of 5 cents per hour had been paid 
in many southern mills. The new minimum represented more than a 100-percent 
increase for the southern area where the average had been 11.6 cents. The 
minima increased rates for some 85 percent of all employees. Industry repre- 
sentatives asked for governmental protection “to afford encouragement and 
protection to operators desiring to pay higher wages against the economic pres- 
sure and industrial demoralization resulting from the activities of the small 
minority who would not be cooperative in improving standards.” 

The need of governmental standards to maintain labor conditions was sub- 
stantiated by governmental investigators who found that NRA labor standards 
were least observed in the forest products industry. A study of 131 Government 
contractors revealed that 24 were not conforming with either the wage or the 
hour provision ; in addition, 20 were violating the hours provisions ; and 13 were 
violating the wage provisions. 

(b) Even 25-cent minimum set by Fair Labor Standards Act effected in- 
creases in 1938.—The deterioration of labor standards followed the cancellation 
of NRA regulations meant that even a 25-cent minimum would effect improve- 
ments in wages. The average of the southern sawmill industry had declined 
to 27 cents. While many operators made no increases because they considered 
themselves intrastate business, the average rose to about 31 cents, or 15 percent. 

(c) The 30-cent fair labor standards minimum increased wages.—The rise 
in the minimum of 5 cents to 30 cents in October 1939 increased the average 
hourly earnings of the southern sawmill industry from 32 to 35 cents, or by 9 
percent. 

(ad) 35-cent minimum under Fair Labor Standards Act (1941)—A 35-cent 
minimum was approved on October 17, 1941 for the lumber and timber products 
industry (excluding logging) by the Wage and Hour Administrator. Despite the 
fact that it was only a 5-cent rise it had sweeping effects. Sixty percent of all 
workers outside of the West were affected. Of the-160,000 workers who were 
increased to 35 cents, 21,000 were in the North and 139,000 were in the South. 
The workers immediately brought up to 35 cents were 80.3 percent of the south- 
ern veneer basket millworkers ; 78.4 percent of the southern surfacing mill em- 
ployees; 71.4 percent of the southern cooperage stock employees; and 68.8 
percent of the southern sawmill workers. 

The increases in the wage bill as a result of the 35-cent minimum was 6.4 
percent for the entire industry and 9.4 percent for the southern branch. The 
effect on the payrolls of divisions of the southern lumber and timber products 
industry was as follows: veneer basket mills, 11.8 percent; surfacing mills, 11.1 
percent; sawmills, 10.0 percent; small sawmills, 14.4 percent; plywood mills, 
10.5 percent and wooden box industry, 10.3 percent. 

The 35-cent minimum raised the average for the southern lumber industry 
from 38 to 42 cents. 

In approving the wage order, the Administrator declared that the small mills 
“generally dispose of their products through concentration yards which are 
engaged in the direct shipment of lumber in interstate commerce and in the 
manufacture of products which eventually find their way into interstate com- 
merce * * *, Most small mills are not actually independent enterprises but are 
either organized by, or operate under exclusive contract with, or are under 
financial control of large concentration yards or manufacturers who are sybject 
to the requirements of the act. That much of the lumber from small mills does 
move ultimately into interstate commerce is clearly shown by the record.” 

The Administrator found no justification for any difference in classification or 
areas. He reported that the western mills suffered from a freight handicap in 
shipments to eastern markets. 

He reported that there was “no objection to the fixing of a uniform minimum 
wage rate for the entire lumber and timber products industry * * * either (at) 
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the hearing before the industry committee or at the hearing before the presiding 
officer.” 

(e) 40-cent minimum absorbed easily—The 40-cent minimum was ordered 
by the Wage and Hour Administrator on December 20, 1948. The industry in- 
cluded logging and several other minor divisions and employed some 500,000. 
At that time 17 percent of the workers had to be raised in wages to bring them 
to 40 cents. 

The southern lumber industry had again to grant increases to huge propor- 
tions of their employees, only slightly less than the proportions required to 
effect the 35-cent minimum. Some 48.9 percent of the southern employees had 
to be brought up to 40 cents. In Alabama and Mississippi, the proportion was 
approximately two-thirds. In Louisiana, New Mexico, and Oklahoma slightly 
more than one-fifth had to be increased to 40 cents. | 

The southern wage bill was increased at this time by 4.2 percent to effect a 
5-cent or 14.7 percent increase in the minimum. The percentage increases in 
payroll ranged from 1.7 percent in Louisiana, New Mexico, and Oklahoma, to 
10.9 percent in Mississippi. 

(f) War Labor Board orders increases.—Special orders were issued by the 
War Labor Board to increase the minima in order to attract workers to the in- 
dustry. Without these increases, labor shortages would have resulted. 

1. New England, June 5, 1945, 87.5-cent minimum for portable sawmills. 

2. Detroit, April 28, 1945, 67.5-cent minimum in woods and 72.5 cents in mills 
of Michigan Lumber Co. 

3. Chicago, September 28, 1945, 70-cent minimum for work in woods. 

(9) 75-cent minimum effected in 1950.—Wages continued to rise during the 
war and postwar years reaching a level of $1.133 in 1947 for the entire lumber 
and wood products industry. By January 1950, the average was $1.225. 

An average survey of wages in the industry by the United States Bureau of 
Labor Statistics for July 1947 showed that 47 percent of the 658,000 production 
workers earned less than 75 cents. 35 percent earned less than 65 cents and an 
additional 12 percent between 65 and 75 cents. This is a smaller proportion 
than was affected by the NRA minima or the early orders under the Fair Labor 
Standards Act. 

The low rates then, as in earlier periods, prevailed in the South. The minimum 
on the West Coast was $1.325 except for Spokane where the minimum was $1.25. 
The Pacific and Rocky Mountain States, with 30 percent of the industry’s employ- 
ment, had few below $1. In the Lake States the prevailing minimum was 85 
cents. On the Duluth area it was 93 cents. In the States of the Middle Atlantic 
area it was $1. 

The adoption of the 75-cent minimum in 1950 therefore primarily affected the 
southern mills. The following data show this fact conclusively : 

















January 1950 April 1950 
nica _| Inerease in ad- 
| | justed average 
| Average hourly Average hourly hourly earnings 
Industry | Produc-| ae Produc- ay 
ee) ta ee a + aoe 

| — | Adjust- wae Adjust- | 
; Gross | ed for ~ | Gross | edfor | Cents | Percent 

| overtime overtime | 

| | 

| | | | 

| (000) | (000) 
Lumber and wood products. -- 640 | $1.225 | $1. 199 = $1. 311 $1. 269 | $0. 07 | 5.8 
Logging camps and contractors .-_| 54 1, 343 1. 324 | 1. 666 1.631 | 1.307] 123.2 
Sawmills and planing mills___-_-| 381 | 1.237 | 1. 216 | 410 | 1.311 1.270 |. 054 | 4.4 
General... _. Seid eta scien baile om 1, 257 1.237 | na. 1, 330 1.289 | .052 | 4.2 
— iciks Peek cians ee cite tegen aa 1, 864 | -835 | n.a.| .915 . 879 . 044 | 5.3 
paste sk, of n. a. 1. 696 1.696 | n.a.| 1.739 1.704 | .008 0.5 

Millwork, plywood, and prefab- | 
rieated wood products... ..._-- 7 | 1.324 | 1, 262 | 102 | | 1.372 1, 301 . 039 3.1 
a ee Pt n. a. | Bo | 1.280] n.a.| 1.32] 1.282 | . 042 3.4 
en containers... _- 57 | 1.087 | 1.011 | 58 1.098 | 1. 069 . 058 | 5.7 

Ww a boxes other than | 
gars. } n.a. 1.038 | 1.006 | na. 1. 089 1.049 | . 043 4.3 
M tecellancous wood products. 51 | 1.088 1.055 54) 1.111 1 1.8 


, 074 | - 019 





n.a. Not available. 
1 Rise primarily due to seasonal variations. 
Source: Bureau of Labor Statistics. 
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The southern sawmills engaged in sawing rough lumber and timber or re- 
sawing lumber had to increase wages of 69 percent of their 180,000 workers when 
the 75-cent minimum became effective. This increase was below the percent 
increase when 35 cents became effective but higher than that required under the 
40-cent minimum. (Exemption now is granted in the act to mills with less than 
S workers.) The percent of employees required to be increased to 75 cents was 
77 percent in the southeastern States (Alabama, Florida, Georgia, Mississippi, 
North Carolina, South Carolina, and Tennessee) ; 64 percent in the southwestern 
States (Arkansas,. Louisiana, Oklahoma, Texas) and 43 percent in the border 
States (Kentucky, Virginia, and West Virginia). 

The increases in the payroll were 14 percent for the southern States as a whole, 
18 percent for the southeastern States, 9 percent for the southwestern States, 
und 5 percent for the border States. 


II. Proposed $1.25 minimum can be absorbed 


Wages in the organized areas of the lumber and wood products industry have 
risen significantly since 1950. 

(a) Average straight-time hourly earnings for the industry as a whole have 
risen by 31 cents. The BLS averages for the various branches of the industry 
show substantial increases: 


February 1955 Increase in adjusted 
average hourly earn- 
ings, April 1950-Feb 
Average hourly earnings ruary 1955 


Industry ae 
Production 
workers Adjusted 
Gross or over- Cents Percent 
time 


Lumber and wood products (excluding 
furniture) - -- 666, 800 $1. $1.5 $0. 31 

Logging camps and contractors ; 96, 200 , ; oat | 

Sawmills and planing mills ; 359, 200 .6 .f a) | 
General _ -- | Nn. a. | . 68 ; . 30 
INR aersene ; n. a. : ; .12 
if > n. a. 2. =i . 43 

Millwork, plywood, and prefabricated 

structural wood products ix : 110, 100 ; A 37 
Millwork_. n. a. 

Wooden containers - - ; : 53, 800 . 2 a .14 
Wooden boxes other than cigar _- n. a. 

Miscellaneous wood products. ; 47, 500 


n.a. Not available. 


(b.) Union standards have risen.—The minimum rates in organized areas are 
as follows: 


Region : Minimum rate 
Douglas fir anatbs. SUIS Ge é 81.95 
Meters pine. 6 6) ak ie 2 . 875 
Redwood 5: . 825 
Rocky Mountains: 

Logging bake . 50 
Mill Ad 


The above areas, as well as the Midwest with an average of $1.68, are not 
likely to be affected by $1.25 minimum. 

(c.) Primary effect will be in low-wage areas in the South.—1. The BLS sur- 
vey for April 1954 reports only 1 percent of the 183,000 Far West workers in 
the lumber and wood products industry earning less than $1.25. 

2. The same study shows that in the Midwest and Northeast, of the 166,000 
employees, 17 percent earned less than $1; 27 percent earned less than $1.25. 

3. In the Southern states, employing 47 percent of the production workers 
(307,000), 64.8 percent were earning less than 90 cents: 73.0 percent less than 
$1; 83.4 percent less than $1.10; and 88.3 percent less than $1.25. 

The above includes workers employed in logging operations with less than 12 
employees now exempt from the law. The bias involved in this inclusion is 
indicated by a survey of southern lumber industry for April 1953 which showed 
the following: 
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Average straight-time hourly earnings (exclusive of shift differentials) 


Amount 
Integrated sawmills over 12 logging workers: Logging workers_________- $0. 90 
12 or less logging workers: Logging workers___.-_-.__._.-.._.._.-_-_-__- . 83 


In September 1953, this exemption was estimated to exclude some 108,000 per- 
sons out of 790,000 employees in the industry. It is therefore proper to estimate 
that the impact of the $1.25 minimum on present coverage will be sharply less- 
ened, reducing same from 53 percent to a total closer to 45 percent. 


(ad) Southern union operations pay higher wages 











Number of | Minimum 
Company City employees rate 
American Excelsior Corp.....---.------------- REE SEOUL, DUE cveccpcennes bes 151 $0. 96 
Oa a ee a NN NG SPE E 39 . 96 
Chicago Mill & Lumber Co________..-_---__-- ft eee ee 429 91 
nent BA Os inks oii i nies Soni sng oO I IE i. dd hk scpsdobs< | mapped oh | .97 
Dierks Lumber & Coal Co_____.-------------- i 131 .90 
i cncsminenebherackereoeasctuwmetataahin ae 84 - 90 
Re Mca red eihd a ahdhban a dam abn denbacndol rok nike a bblaseutu amen team . 90 
Re I ee ee cael enele 55 .90 
i isn ERI North Little Rock, Ark_-----.-- 151 | 1.05 
EE EE aa ce oewen 17 | . 96 
Deen ae eee Be... 5 os <  oc Sa conn a cdeweuas 785 .94 
Atlanta Oak Flooring Co--..--.....----------- ER twinks pancciceuwecta4 182 | 90 
a eae i ec aa 805 | 1.00 
Continental Turpentine and Rosin Corp-_.---- Laurel, Miss Cy debedwannasdwaky | 150 1.03 
NN CONN so oii dad iin hens ~nkas> aeceeel Re ads ates ance wiliin peed a | 2, 600 | 1.35 
I it edlinatiic trent manginsin scape alee ees 300 1.11 
ce he ae 391 1.33 
Johns-Manville Products-___.-.-.-.-.--------- DIEING t. pieusvochasdtne ieeneusccasth 1.29 
re INI Soe ee ron Tn”. 2-5. noo. ol Skahsocesoustnts 1.17 
Dierks Lumber & Coal Co.....-.---.--------- Broken Bow, Okla_--_.......---- 133 . 90 
ea a ioe ee ee oe ae | 59 90 
Bs ket i ol La steno Wright City, Okla_............- 156 . 90 
Chapman-Dewey Lumber Co_-------.-.----- ee 242 . 90 
DeSoto Hardwood Flooring Co---.-.-.-.-.---|----- Ti eet ahaa cin cewsien ae 536 . 90 
i i Mn see 8 asannumdapabandony Johnson City, Tenn-_.........--- 169 1.03 
Ey REID. oxckend Bp panccwssond deneaitinsbed Dine. ls sscsnccueuwsee 102 1.01 
TE NEE GID oo ok oc cdc cccseieuicdn eo Nashville, Tenn............-.... 47 1.309 
OO ES ee ane Rwpexcvie, 1G... .........ccnn 89 1.03 
ST HRN; is SO. 5 nace oben seencoepeananasluacad ee ne al al acnecpeae ono 100 1.03 
SE EID abe o ecards une cp ccccc css deemeend DL de otscocccos om non 77 1.16 
power SOD cision ntinindetiwekabeareesl Cass, W. = Ub cck opie sacsanesuataebeiie hy saaains 1.00 
I oki glenn: aad aaa ae alien toad Noe av con wionirmte nant eaniethneaedel 1.00 
Kirby Lumber Co----- Reckab eaters ene Silsbee, Tex Lec heahonsebecawemal eh tammabes | . 90 
Wesess- PeeGests 00... oncnncvccensvecsscveccene Memphis, ee iicitichsdectieita nin nebemernwenecireti 1.06 
I BO GI ohn dcativctantcensacckonedl SE inainknicnuinccniunkdntiluenGhiatheend . 90 
ee ae ei tiichh ies deaths handiiesidcied Sto eaten nina . 90 


The wage increases which would be required to effectuate a realistic minimum 
wage now are smaller than those absorbed by the industry under NRA and 
the early operation of the Fair Labor Standards Act. The industry’s successful 


adjustment to these increases assures us of its ability to absorb the increased 
required by a $1.25 minimum. 


III. Modern Minimum Is Economically Justified 


(@) The southern lumber industry is competitive with all other lumber produc- 
ing regions of the United States—particularly western pine and Douglas-fir—as 
far as prices and markets are concerned. But the South lags far behind in 
wages paid its workers doing the same kind of work. 
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Price comparison per thousand board-feet 


Southern isp 
pine No. 2| .© otern, 
& Btr pine No. 3 
1x6 feet x | common 

L 1x8 feet | 


| 
j 
| ” j 
| 
| 


Douglas-fir 
No. 1 
common 
2x 4 feet 
RL 


$80. 50 | $81. 10 | $79. 00 
80. 45 81. 82 | 34.91 
79. 84 | 82. 82 | 82. 62 
74. 36 71. 27 | 76. 99 
68. 77 | 4 | 63. 40 
75. 20 71. 72. 46 
70. 16 | ; 66. . 45 


1.03 | 





Source: U. S. Department of Commerce, Survey of Current Business. 


The industry has and is capable of absorbing any increase in the minimum 
wage law and still remain in a favored competitive position compared to its 
brother producers in other areas. 

(6) Southern industry is financialy able to pay.—The industry is in a strong 
position financially, as indicated by the excellent balance existing between pro- 
duction and shipments over an extended period of time with a firm price structure. 


Southern pine region 
Th deen uste board-feet] 





| 
| Production | Shipments | 


Production | Shipments| Orders 


| 
+ | |_ 
24 | 





8, 495 | 8, 385 
8,775 | . 8. 774 
8, 854 | "411 | 8, 347 





Source: National Lumber Manufacturers Association. 


(c) Southern productivity justifies a modern wage.—The following data for 
1953 indicate that the earnings bear no relation to productivity. 


Average man-hours required to produce thousand board-feet of lumber 





} | | 
All Southern Redwood! | Western | | Douglas- 


pine pine | fir 

regions ma region | Te8lon | region | region 
} | | 

| 





Average hourly earnings (straight time) 





Source: National Lumber Manufacturers Association. 


On the basis of direct man-hours per thousand board feet of lumber higher 
averages are justified. 

(ad) Workers are entitled to higher wages on the basis of responsibility and 
hazards.—The work of logging and sawing lumber is arduous work, requiring a 
high degree of responsibility and entailing serious hazards to life and limb. 
Cutting down trees with axes or crosscut saws requires considerable care to 
avoid injury to others as well as to the worker himself. Operation of bandsaws 
and circular saws in planing mills also involves a maximum of responsibility for 
safety. Similarly, the jobs of hauling logs and lumber are dangerous tasks. The 
workers who perform these jobs are entitled to adequate wages to compensate 
them for the responsibilities which they shoulder and the hazards which they 
face. 

“Recent trends in southern operations,” the Bureau of Labor Statistics reports, 
“reflect a greater use of power chain saws for falling and bucking of trees and 
the continued replacement of horses and mules with tractors for moving the logs 
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in and from the woods.” The increased responsibility which these technological 
improvements places upon the workers should be reflected in their pay. This is 
the American way of sharing the gains from increasing productivity. 

The hazardous character of the work in this industry is indicated by the 
Bureau of Labor Statistics data on injury-frequency rates, which show that 
the number of disabling work injuries per million employee-hours worked in 
1953 was 44.3 for general sawmills and planing mills compared to an average 
for all manufacturing industries of 13.4. Surely the workers in this hazardous 
industry are entitled to more adequate pay. 


IV. Exemption from wage and hour provisions of small logging mills creates 
unfair competition (Sect. 13 (a) (15)) 


(a) 1949 act exempted logging operations of less than 12 employees.—The 1949 
act added an exemption to the one provided for forestry and lumbering operations 
incident to or in conjunction with certain farming operations. To get this ex- 
emption the operations must be performed by a farmer or only on a farm but only 
“as an incident to or in conjunction with such farming operations.” 

The new exemption removes all hour and wage limitations for “employees 
employed in planting or tending trees, cruising, surveying, or felling timber, or 
in preparing or transporting logs or other forestry products to the mill, processing 
plant, railroad or other transportation terminal, if the number of employees 
employed by the employer in such forestry or lumbering operations does not 
exceed 12.” 

This exemption covers all those planting or tending trees, cruising, surveying 
or felling timber. They seed, plant seedlings, prune, weed, prepare firebreaks, 
remove rot or rusts, spray and similar operations; those who estimate or report 
on the volume of marketable timber; those who survey including chainmen, 
transit men, rodmen, and axmen ; those who fell timber and prepare and transport 
logs including fellers, lumbers, skidders, buckers, loaders, swampers, scalers, and 
log truckdrivers. When preparing for transporting logs at a sawmill the em- 
ployees are covered. Transportation up to the terminal or for further shipment, 
if performed as part of the exempt transportation, is exempt. 

To be exempt, the crews engaged in the exempt operations who bring lumber 
to a sawmill or concentration yard must be employed by an independently owned 
and operated business and must not number more than 12 employees. 

(b) Size of eremption.—In September 1953, the Wage and Hour Division esti- 
mated this exemption to have excluded some 108,000 persons. 

(c) Complaints.—1. Exemption has promoted subcontracting in all parts of the 
country. Crew leaders have formed small groups of 4, 6, 8, 10, or 12 men. They 
are unorganized and exempt from the wage and hour law and have tended to 
depress the wage structure. They do not observe safety regulations. 

Larger companies are breaking up their logging operations and letting out 
contracts to these subcontractors. 

Smaller sawmills have stopped operating and let out their contracts to these 
crews of 8 to 10 persons with a capacity of 8,000 to 10,000 feet of lumber per day. 
They constitute a competitive threat to the existing operations and have resulted 
in the abandonment of legitimate operations in favor of smaller units which 
can get from under the wage and hour law. 

2. Technological improvements facilitate this process since gang operations 
have established which require only 3 or 4 men, broadening the opportunity for 
such subcontracting groups. 

3. Distinctions between bona fide and sham subcontracting groups are difficult 
to establish. 

(d) Distinction unjustified —1. The United States Department of Labor study 
of the effect of the 1950 minimum wage indicates that the exemption has been 
used little if at all in the southern integrated saw and logging mills with 12 or 
fewer logging operations. In the integrated mills, the percent of exempt loggers 
receiving below 75 cents an hour was not much more than that of the nonexempt 
sawmill workers. The report concludes that “the same rates were paid for jobs 
of comparable skills, training, experience, and responsibility whether or not 
employees were legally exempt from the minimum.” (Results of the Minimum 
Wage Increase of 1950, p. 25.) 

2. Bureau of Labor Statistics data indicate that logging workers employed in 
integrated sawmills with 12 or less logging workers have lower average hourly 
earnings than those in similar mills with over 12 logging workers. In April 


1 Wage Structure, Southern Lumber Industry, April 1953, p. 1. 
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1953, the former averaged $0.88 and the latter, $0.90 per hour. There is no 
justification for this disparity. It leads to unfair competition and should be 
wiped out by the elimination of the exemption in section 18 (a) (15). 


Fact SHEET No. 17 
LOW-WAGE INDUSTRIES PROVIDE SUBSTANDARD “FRINGE BENEFITS” 


“Fringe benefits,” consisting of premium pay, pay for time not worked and 
various nonwage benefits like pensions and insurance, have assumed consider- 
able importance in American industry. It has been estimated that the average 
cost per hour of fringe benefits in 1952 was 40.99 cents (Harvard Business Re- 
view, September—October 1954, p. 38). The low-wage industries, which would 
be most affected by the adoption of a higher Federal minimum wage, tend to lag 
behind the other industries in their fringe benefit provisions. This disparity in 
fringe benefits will not be affected by an increase in the minimum wage. No 
matter how high the minimum is, the fringe benefits will not be improved. 


1. Workers in substandard-pay industries have below-average fringe benefits 


Available data on fringe benefits of all production workers in low-wage in- 
dustries (union and nonunion) show that these workers enjoy fewer benefits 
than the average for all manufacturing. Comparison of the proportions of 
workers receiving substandard fringe benefits in the 10 low-wage industries sur- 
veyed by the Bureau of Labor Statistics in the past 3 years, with the correspond- 
ing proportions reported by the National Industrial Conference Board for all 
manufacturing companies in 1954 which tends to represent large higher paying 
industries and companies, (table I) shows the following: 

(a) Only 7.4 percent of the companies in the NICB survey provided less than 
6 paid holidays a year. The proportion of workers covered by such substandard 
practices in the low-wage industries varied from 19.1 percent in footwear to 94.1 
percent in children’s seamless hosiery. 

(b) While 17.4 percent of the companies in the NICB survey had no second 
shift premium, the proportion without this premium in low-wage industries gen- 
erally exceeded 50 percent. Only 15 percent of the NICB companies had second 
shift premiums of less than 5 cents an hour or 5 percent; in women’s seamless 
hosiery, the proportion was 58.3 percent; in synthetic textiles, 90.9 percent; and 
in cotton textiles, 99 percent. 

(c) The proportion of companies in the NICB survey with no third shift 
premium was 21.4 percent, compared to proportions of 29.6 to 70.8 percent in 
most low-wage industries. Companies with third shift premiums of less than 
10 cents per hour or 10 percent comprised 34.6 percent of the NICB sample; in 
the three low-wage industries for which data are available, the proportions of 
workers in plants with such’ premiums varied from 48.3 percent in wood house- 
hold furniture (except upholstered) to 100 percent in cotton textiles. 

(a) Only 1 percent of the manufacturing companies studied by NICB had 
no provision for paid vacations. Most of the low-wage industries covered by 
BLS reports had 13 or more percent of their production workers in plants with 
no paid vacations, going up to a high of 38.5 percent in children’s seamless 
hosiery. 

(e) The NICB survey indicates that 36 percent of all manufacturing com- 
panies had no pension plan; in the low-wage industries, the proportions of 
workers in plants with no pension plan varied from 57 percent (men’s and boys’ 
dress shirts and nightwear) to 100 percent (women’s seamless hosiery). 

(f) The companies in the NICB study which failed to provide insurance or 
pension benefits comprised 13 percent of all manufacturing companies. In most 
of the low-wage industries, the proportion was over 13 percent, 6 of the 10 in- 
dustries having from 14 to 22.5 percent of their workers in plants with neither 
pensions nor insurance. 

These findings are confirmed by a current study of the Bureau of Labor 
Statistics entitled “The Measurement of Expenditures on Selected Items of Sup- 
plementary Employee Remuneration.” This study shows that the average ex- 
penditure per payroll hour for all fringe items in reporting manufacturing es- 
tablishments in 1953 was 32.5 cents. Plants with average hourly earnings of 
less than $1.65 spent an average of 24 cents per hour; plants with average wages 
from $1.65 to $1.89 spent an average of 35.9 cents per hour; and plants with 
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average wages of $1.90 and over, spent an average of 37.8 cents per hour for 
fringe benefits. While this BLS study is an exploratory one and is subject to 
various limitations, including the fact that the data relate only to those estab- 
lishments reporting the existence of, and data for, particular fringe benefits, 
it is indicative of the marked disparity in such benefits between low-wage in- 
dustries and manufacturing as a whole. 


2. Union plants in low-wage industries have lower fringe benefits than in high- 
wage industries 

Comparison of fringe benefits reported by the Bureau of Labor Statistics in its 
surveys of union agreements reveals the following: 

(a) Manufacturing industries with the lowest average hourly earnings have 
below-average fringe benefits (table I1). In 1953, only 4 percent of the produc- 
tion workers in all unionized manufacturing plants were employed in establish- 
ments which provided less than 6 paid holidays a year; the proportion of the 
workers employed in such establishments in the low-wage industries varied from 
7 percent in furniture and fixtures and miscellaneous manufacturing industries, 
to 26 percent in the textile mill products and lumber and wood products 
industries. 

(b) In 1952, only 18.6 percent of the production workers in union factories 
were not covered by a provision for premium pay for work on late shifts. The 
proportion of such organized employees was higher in all but one of the low-wage 
industries, with over two-thirds of the workers in leather and leather products, 
71.9 percent in furniture and fixtures, and 99.8 percent in apparel and other 
finished textile products plans receiving no shift premium. 

(c) While only 39 percent of the production workers in all union factories 
were employed in plants which provided a maximum of less than 3 weeks’ paid 
vacation in 1952, the proportion of such workers in substandard-pay industries 
varied from 75 to 100 percent. 

(d@) Pension plans were provided to 78.1 percent of the unionized workers in 
high-wage industries who were covered by health and welfare programs in mid- 
1950 while only 44.2 percent of the organized workers in low-wage industries 
were covered by pension plans (table III). The proportion of unionized workers 
covered by pension plans in low-wage industries varied from 13.7 percent in 
lumber and furniture to 46.7 percent in textiles, apparel and leather. In high- 
wage groups, the proportion varied from 51.6 percent (stone, clay and glass 
products) to 81.1 percent (metal products). 
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TABLE II.—Comparison of selected fringe benefits in all manufacturing industries 
and those with below-average level of wages’ 





Pe Paid 
« S ast 
Average : aid . hift = vacations 

straight- holidays miums percent of 

P time percent of | percent of workers in 

Industry hourly — = plants with 
-arnings — — axi f 

ae with less with no ‘oe Nog 

a than 6, | premium,?| “SS roan» 
1955 1953 1952 weeks vaca- 

= = tion,’ 1952 
All manufacturing ‘ ee aha adic $1. 78 4 18.6 39 

Low-wage manufacturing industries: 

Tobacco manufactures siihnittekn a otal 1. 32 17 28. 0 100 
Textile-mill products pc Pa ean a tike ene caren oie 1.34 26 14.0 95 
Apparel and other finished textile products icctnedtaces 1, 34 9 99.8 100 
Leather and leather products_-__....---.-.---- oe 1. 36 12 67.1 79 
Furniture and fixtures es 1. 53 7 71.9 90 
Lumber and wood products (excluding furniture) - 1. 58 26 20.4 Qs 
PE ac caicnncakeRanasdwie seletca 1. 59 7 19.0 75 


1 Fringe benefit data refer only to plants covered by union agreements. 

? Includes plants in which contract makes no mention of shift premium; refers to plants in which contract 
provides for multiple shifts. 

3 Excludes plants in which maximum vacation pay is not stated in contract. 


Source: Bureau of Labor Statistics. 


TaBLe III.—Proportion of workers covered by pension plans among workers 
covered by collective bargaining provisions for health and welfare pensions, 
mid-1950 (Plants with union cestoaencacads 

















: Workers 
W — | ree “| aes 
covered by | healthand | covered by 
Industry group | pension | welfare or pension 
| plan } pension plans 
plan 
Low-wage industries: Percent 
i 5 erinakcimetoe ticks 7,000 205, 000 2.4 
Textile, apparel, and MURA ht ee sere Ee 654, 000 1, 401, 000 46.7 
I ns cite neeaiiens 14, 000 102, 000 13.7 
Rs ee ie rg Oke es ls eh eed edna 755, 000 1, 708, 000 44.2 
High-wage industries: 
Paper, printing and publishing--_..................------ 157, 000 254, 000 | | 61.8 
Petroleum, chemicals, and rubber. ____---.------- ied 361, 000 460, 000 78.5 
Metal products i. cee Sd omen 2,011, 000 2, 481, 000 81.1 
Stone, clay and glass products. ide Senta maleate 66, 000 128, 000 51.6 
Ns onedcne idk alatcccmulliaeeieieint selon lest auakidient mania 2 595, 000 3, 323, 000 78. 1 
Dn ce tvnawknoreneecanbaks 3, 350,000 ‘5, 031,000 66.6 


Source: Bureau of Labor Statistics. 


Fact SHEET No. 18 


WORKERS IN LOW-WAGE INDUSTRIES ARE ENTITLED TO HIGHER WAGES BECAUSE OF 
HAZARDOUS WORK AND RISING PRODUCTIVITY IN THEIR INDUSTRIES 


I. Many low-wage industries and occupations are among the most hazardous 


It has been argued that wage earners are being paid in accordance with the 
value of their jobs. Certainly this thesis does not conform to reality in American 
industry with respect to compensation for the hazardous nature of work. A 
number of the most hazardou’s industries with the worst accident records pay 
very low wages and will be among the most significant beneficiaries of the cur- 
rent proposals for raising minimum wages. Similarly, in individual plants, 
the most hazardous occupations are frequently among the lowest paid. 

The national average injury-frequency rate for manufacturing industries in 
1953 was 13.4 per million man-hours. The average hourly earnings for manu- 
facturing industries in 1953 were $1.77. Industries with earnings of less than 
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$1.45 during that year are among those most significantly affected by the pro- 
posed increases in minimum wage. 

The 7 most hazardous manufacturing industries are those with injury-fre- 
quency rates of 30 or more injuries per million man-hours. Five of these are 
definitely among the low-wage industries. They are as follows: 


Injury-fre- Gross average 
Industry quency rate, hourly earn- 
1953 ings, 1953 


(Per million 
man-hours 


Logging, South ! 2 76.8 


Sawmills and planing mills, South ? 44.3 


Structural clay products 
Boat building and repairing 3 
Wooden containers ? 34.0 
Miscellaneous wood products ? 31.7 
Bottled soft drinks 2 


38. 6 


30. 6 


' Average hourly earnings figure is for logging workers employed by southern mills as of April 1953; this is 
representative of the annual average for southern logging workers. 

2 Industry significantly affected by proposed increases in the minimum wage 

3 Average is straight-time rather than gross; the latter is not available. 


The next high-injury group is composed of industries with rates of 25 to 
30 per million man-hours. Of the 7 industries in this group, 2 are low-wage 
industries: canning and preserving, with average hourly earnings in 1953 of 
$1.36 and vegetable and animal oils and fats, with avearge hourly earnings 
of $1.42. 

Discrimination is practiced in our wage structure against workers in some 
of our most hazardous industries. 


II, Productivity continues to increase in our low-wage industries 

The low-wage industries continue to display evidence of the marked increases 
in productivity that are found in other industries. The plants, methods of man- 
ufacture and managerial techniques include some of the most advanced in this 
country. 

(a) General measures of rise in man-hour productivity.—Statistical measures 
are difficult to present since the major source, the Bureau of Labor Statistics, 
has not published its basic studies in this field. Of the eleven manufacturing 
industries for which it has published estimates for the period from 1949 through 
1953, 3 are in the low-wage category and 1 contains sectors with low wages. In 
the first group are canning and preserving, in which the Bureau of Labor Statis- 
tics reports showed an increase in output per man-hour of 15.5 percent between 
1949 and 19538; the seamless hosiery industry showed a rise of 16 percent from 
1949 through 1952 though there was a drop from 1952 to 1953 due to business 
conditions ; the tobacco products industry showed a rise of 9 percent. 

In the second group of industries with some low-wage segments is the clay 
construction products industry, where man-hour productivity rose 16 percent 
from 1949 through 1953. 

The data for the confectionery industry extends from 1949 through 1951, with 
the output per man-hour rising during this 2-year period 6 percent. 

(b) Rise in man-hour output in direct productivity studies.—One of the Bureau 
of Labor Statistics studies provides information on the average man-hours re- 
quired to make a dozen men’s informal shirts from 1949 to 1951. This study 
indicates a rise of 3.9 percent in output per man-hour from 1949 to 1950 and a rise 
of 3.4 percent from 1950 to 1951. The total rise was 7.4 percent from 1949 
through 1951, which was one-third of the rise from 1939 through 1951. 

(c) Differences in productivity among plants in low-wage industries indicate 
opportunities for further rise.—One of the distinctly important contributions to 
productivity comes from raising the level of the less efficient plants closer to 
those of the more efficient ones. The existence of such differentials in productiv- 
ity among plants offers the opportunity for improving the wage-paying capacity 
of less efficient plants through increases in productivity. The more efficient 
plants are now enjoying a windfall in profits which is not being shared by their 
workers. A rise in the minimum wage will provide the incentive for such up- 
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grading in efficiency which has been lacking in the managements of less efficient 
plants. 


1. Men’s dress-shirt plants: The differences in man-hours required to make 


a dozen men’s dress shirts by price range were reported as follows by the Bureau 
of Labor Statistics for 1950: 


| , ] , 
Number of man-hours re- | 
| quired to make a dozen | Percent 








pipe | Number of! men’s dress shirts high 
Price range plants ire eel Nee 
} | | low 
Low High 
| | 
ee gtr sot OR ny ernrey mech 5 4. 403 7. 356 66.8 
Medium etait eka eee ee ie ee A ae | 6 6. 257 8. 047 j 28. 6 
han en ee any ee een 5 6. 342 9. 222 45.4 


| | 





Source: Bureau of Labor Statistics, Case Study Data on Productivity and Factory Performance, 
August 1951. 


The potential improvements in efficiency indicated in the above table would 
‘enable less efficient firms to offset the cost of higher wages. 

2. Men’s work shirts: A similar study of eight concerns in the men’s work 
shirt industry displayed the same disparity in productivity among the plants 
covered. The best of the producers recorded a requirement of 2.09 man-hours 
per dozen work shirts whereas the least effective plant reported 4.81 man-hours. 
The least efficient required 130 percent more man-hours per dozen shirts than 
the most efficient. The disparity was evident both in direct labor, where the 
efficient plant required 1.68 man-hours per dozen shirts and the least efficient 
required 4.20 man-hours, and in indirect labor, where the most efficient plant re- 
quired .40 man-hours and the least efficient plant required .61 man-hours. 

3. Processed food—Canned vegetables: The same disparity in efficiency is also 
evident from the study of the vegetable canning industry. In the canning of 
whole mushrooms, two plants producing comparable cans showed a substantial 
difference in man-hour requirements: One was reported as needing .288 man- 
hours per dozen of 4-0z. cans and the other, .866 man-hours. In the canning of 
peas, the five plants manufacturing comparable products had man-hour require- 
ments ranging from .084 to .336 man-hours per dozen cans. In the canning of 
asparagus, the range was from .139 to .369 man-hour requirements per dozen 
cans. In the canning of tomato puree, the range was from .552 to .579 man-hours 
per dozen cans for the two plants studied. 

4. Processed foods—Preserves, jams, and jellies: Man-hours expended per 100 
cases in eight plants varied from a low of 6.56 to 52.13. 

5.-Seamless hosiery: The findings in the seamless hosiery industry reflect the 
same conclusions. In the manufacture of children’s anklets the range of man- 
hours required per dozen pairs was from .764 man-hours in the most efficient 
plant to 1.145 man-hours for the least efficient plant. In the manufacture of 
men’s half-hose the range for the three plants which were studied was from a 
low of .611 man-hours per dozen pairs to a high of .739 man-hours. In the manu- 
facture of men’s slack hose, the range was from .525 man-hours per dozen pairs 
in the least efficient plant to .654 man-hours in the most efficient plant. 

6. Women’s dress shoes: Man-hours expended per pair varied from .525 to .604 
in 2 plants producing shoes in the $4 to $6 a pair retail price range; from .998 
to 1.136 in 5 plants making $7-$15 a pair shoes; and from 1.86 to 2.321 in 5 plants 
producing shoes in the $12.50-$35 a pair price range. 

7. Men’s dress shoes: Man-hours expended per pair of low-price shoes varied 
from 0.7279 to 1.0105 in three plants, from 0.5815 to 1.2360 in five medium-price 
plants, and from 1.3757 to 1.7918 in five high-price plants. 

8. Wood furniture: Man-hours required per unit varied from 0.77 to 1.505 
in three chair-producing plants; from 4.672 to 9.479 in three table-producing 
plants; and from 2.471 to 5.746 in four bed-producing plants. 

9. Men’s bib overall and work jackets: Man-hours required per dozen bib over- 
alls varied from 3.80 to 5.45 in six plants while five work jacket plants required 
from 2.89 to 4.88 man-hours per dozen. 

10. Fertilizer: Man-hours required per ton for the manufacture of superphos- 
phate varied from .469 to .850 in four plants and the mixing, bagging and shipping 


of fertilizer required from 2.080 to 3.285 man-hours per ton in the three plants 
studied. 
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(d) Specific technical derclopments in the low-wage industries.—Further to 
illustrate the advanced technologies and modernity of the plants in the low- 
wage industries, we are submitting in the attached appendix I descriptions of 
the technical equipment of several plants. First is a series of descriptions of 
plants in the needle trades appearing in 1953, 1954, and 1955 issues of The 
Needle’s Eye, the organ of the Union Special Machine Co. of Chicago, one of 
the largest manufacturers of industrial sewing machines distributed to all 
pranches of the industry. The plants covered by these descriptions are as follows: 

1. T. S. Lankford & Sons, Abilene, Tex.—trouser manufacturer. 

2. Klear-Knit, Inc., of Independence, Va.—manufacturer of men’s knitted 
sport shirts and children’s pullovers. (Started in 1947.) 

3. Itawamba Manufacturing Co., Fulton, Miss.—manufactures boys’ sport 
shirts. (Started February 1948.) 

4. Valley Mills, Vicksburg, Miss—manufactures animal feed—(bag depart- 
ment), (new mill in October 1952). 
~®. Blue Beli, Ine.; Miss. (eight plants)—manufacturers of work garments. 

6. Enterprise Manufacturing Co., Enterprise, Ala.—manufactures sport shirts. 
(Started 1946.) 

7. March Manufacturing Co., Prattsville, Ala.—manufactures men’s and boys’ 
knitwear. (Started January 1954.) 

8. Oneita Knitting Mills, Andrews, S. C.—manufactures underwear. (The 
Utiea, N. Y., plant has since been closed. ) 

9. Saluda Corp., Saluda, S. C——manufactures men’s shorts. (Started in 1943.) 

The above statements on the efficiency and up-to-date nature of equipment and 
work surroundings indicate specifically the advanced nature of technology and 
management in the low-wage southern apparel industry. 

We are submitting as appendix II an article from The Wall Street Journal of 
April 13, 1955, entitled, “Canning Economy: Price Resistance Spurs Cost-Cut 
Drive in Fruit and Vegetable Packing.” This article details some of the inno- 
vations being introduced in this industry. It also indicates that the canners are 
extending their labor-saving devices to displace hand labor in the harvesting 
and packing of crops, thus increasing productivity sharply. 

In the southern lumber industry, which would be most affected by an increase 
in the minimum wage, the Bureau of Labor Statistics reports that “recent trends 
in southern operations * * * reflect a greater use of power chain saws for 
falling and bucking trees and the continued replacement of horses and mules 
with tractors for moving the logs in and from the woods” (BLS, Wage Structure, 
Southern Lumber Industry, April 1953). 

The plants of the wood furniture industry, another low-wage group, have been 
described by the Bureau of Labor Statistics as “highly mechanized.” In its 
Case Study Data on Productivity and Factory Performance study for wood 
furniture (November 1954) the Bureau makes the following comments: 

The high level of productivity achieved in the wood-furniture industry in the 
United States is largely due to the use of high-speed general and special-purpose 
machinery for all operations ranging from the sawing of rough lumber to the 
finishing of the furniture piece; highly specialized operations; extensive use of 
conveyors ; and the industry’s ready acceptance of new methods * * * 

Wood-furniture manufacture in the reporting plants, all in Southeastern 
United States, is highly mechanized. In the “rough end” operations, rough 
lumber is taken off hydraulic lifts which bring it to work table level for planing 
to approximate dimensions by high-speed machines * * * Belt conveyors are 
used extensively to transport the lumber from one woodworking machine to 
another in the rough end mill. In the finish mill where the furniture parts are 
moulded, shaped, joined, and trimmed, some of the machines are fed automati- 
cally, whereas other machines which are dual purpose, saw and bore a part in 
ene operation. In the cabinet room, the pieces are glued and assembled with the 
aid of floor and bench-type, air-operated clamps to speed the operation. 

The adoption of mass production techniques has contributed substantially to 
a reduction in unit man-hour requirements. Each woodworking machine is 
manned by an operator who performs a specific operation on the furniture part 
such as moulding, trimming, or boring. He then passes the part to the next 
machine operator who performs his specific operation on the part and who in 
turn passes the part to the next machine operator, etc. Finishing rooms are 
marked by wide use of conveyors. Furniture placed on a conveyor moves auto- 
matically through such finishing operations as spraying with finishing coats and 
drying in heated chambers. In several of the reporting plants the rubbing opera- 
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tions are performed as the furniture piece moves along on a conveyor to the 
packing department. 

“The wood-furniture industry has been quick to accept improved methods of 
manufacturing. Extensive use is being made of the new quick-setting resin 
glues in making veneered panels. High-speed gluing machines, utilizing either 
hot platens or high-frequency electric current to set the glue, enable a plant to 
produce core stock for veneering in a matter of seconds. In the finishing room, 
furniture is sprayed with fast-drying lacquers and then force dried in ovens 
to reduce drying time to a few hours.” 

The Bureau of Labor Statistics case study of the processed foods (preserves, 
jams and jellies) notes that “an important factor contributing to high produc- 
tivity has been the effort to improve plant layout and equipment. Since 1946, 
some of the plants studied in this report have improved the layout of their 
processing lines, and rearranged their machinery and equipment to reduce ma- 
terials handling to a minimum, to make it easier to shift their production among 
different products. Changes in plant layout often result when new machinery 
or materials-handling equipment are purchased. This is particularly true 
when equipment such as conveyor belts, chutes, overhead monorail conveyors, 
or other types of fixed materials-handling equipment are installed. New proc- 
essing equipment has also been purchased and installed by some the the plants; 
others plan to install similar equipment. Competition and the necessity for 
reducing costs are the motivating factors that cause plants to seek methods that 
will increase production per man-hour and reduce costs, and thus allow them 
to maintain their competitive position.” 

The efficiency of the fertilizer manufacturing industry, which is primarily a 
materials-handling process, has been described in the BLS case study of that 
industry as being derived from “an extensive system of conveyors, elevators, 
and mobile materials-handling equipment * * * operation simplification has 
been achieved by combining 2, 3, or 4 operations into a single automatic se- 
quence with the aid of automatic weighing hoppers, chutes, and conveyors.” 

These descriptions illustrate the fact that many of the low-wage industries 
in the United States are operated on the basis of an efficient and advanced tech- 
nology and the that management and labor of these industries are highly pro- 
ductive. 4 


Fact SHEET No. 19 


JOBS IN LOW-WAGE INDUSTRIES REQUIRE SUBSTANTIAL EDUCATION AND VOCATIONAL 
PREPARATION 


Analysis of the schooling and specific vocational preparation required for 
workers to fill typical productive jobs in the low-wage industries reveals that 
substantial education and training are generally needed. These include the jobs 
peculiar to the industry and do not take into account the regular custodial 
maintenance, powerplant material moving, clerical, professional and technical 
occupations found in a plant. The following are the commonly required school- 
ing and training periods in selected low-wage industries : 


General Specific 
education | vocational 
Industry and job (number of | prepara- 
years’ tion, 


schooling) 1) months 2 





Food and kindred products: 


EN SO OE i Sos ssn wide ah Gunnin rhaiaden shines hae ienint eoe=<¥F 7-10 | 3- 6 
Metts cnct chee Siac. ohne sh oeenees Maeda ot vienken-ags<anean- - 7-10 6-12 
Candymaker.-.----- a ttl. Mei doriddn Pod bbe ee ddan UAL OL cep int | 7-10 | 6-12 
Coconut cooker-_------- $$ 4 ones, 25 id seed eb eod- 704s piedaedd- wade 7-10 | 6-12 
I nh la a le ae ine he one ONE 7-10 1- 3 
Ee MUON YD ones «Sn con we ome Sect bed onen adecaoane 10-12 3- 6 
RaOenny WetUONIN 255. kk he de CA A 7-10 | 1- 3 
Tobacco manufactures: | 
I Rede ob a een ae decile on br bgt holt Re kal ckn se biee 10-12 6-12 
Rrmeeeb memeeel St) 002 LU ES US Sa Se reee 10-12 | 3-6 
Cipeiets iste iid -e ok sepetio. ec il tet weal 4 7-10 | 3+ 6 
I ee on sere <p seer ~ hregenveseneeeeenaeat «= erpnena stay: deyae 7-10 | 6-12 
Roller, hand_-- ae eee wemths atom bthour ake eabaeatibe denis nle taint 5 diaitiatirds 10-12 6-12 
ny nnnnene WONOO, 3.502222) DOs GLE UY ee ees | 7-10 6-12 


re ee 4-68 doy eal sg lh. 3a leit x ISLS 7-10 3- 6 
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General Specific 

education vocational 

Industry and job numberof  prepara- 
years tion, 

schooling months ? 





Textile-mill products: 
Knitting-machine operator (underwear) 
Knitting-machine operator (full-fashioned hosiery) 
Knitting-machine operator (seamless hosiery) 
Cloth ribber (knit fabric) 
Foot inspector (hosiery) 
Stocking ribber (seamless hosiery) 
Stocking sample machine operator 
Weaver (Jacquard loom) 
Loom changer 
Loom fixer _- ; 
Spinner —-- 
Beamer 
Dresser tender _- 
Cloth grader ____- 
Mender (cloth) 
Hosiery mender _ - 
Boarder (hosiery) - id 
Returned stocking repairer sa we 
Apparel and other finished textile products: 
Tailor __-__- ee 
OGutter, hand If -- .. 20. <0. 
Cutter, hand I 
Lapel baster-_-- S 
Clothing examiner___------------ 
Garment inspector 
Finisher, hand 
Pattern cutter.......---- 
Collar pointer __---- 
Folding-machine operator _ 
Sewing-machine operator - 
Garment mender----.-------------- 
Open-work mender.--------- 
Sample stitcher-_-------- 
Threader __ 
Needle straightener -_--- 
Seam steamer __- 
Lumber and wood products: 
Band head saw operator (sawmills and planing mills) 
Circular head saw operator (sawmill and planing mills) 
Shingle sawyer (sawmills and planing mills) 
Puncher (sawmills and planing mills) 
Spindle carver (sawmills and planing mills) 
Router operator (sawmills and planing mills) 
Pony-planer operator (sawmills and planing mills) 
Wicker worker 
Basket assembler 
Basket inspector 
Hat-block maker - --- 
Last maker 
Last turner 
ES onesie lin ceccseanen~=+s 
Po SS eee 
Veneer Measurer - - ------ 
Veneer layer--------- 
Composition-cork man...- 
Metal screen and weather- r-strip man______- 
Box inspector Pecddicie cite man 
Boxmaker, wood 
Box repairer-__-_- 
End rounder (wooden boxes) 
Gouger (wooden boxes) -- 
Riveter (wooden boxes) - -- 
Set-up machine operator (w ooden boxes) _ 
Shaker repairman (wooden boxes) --------------- 
Stapler operator (wooden boxes) 
Fertilizers: 
Fertilizer-plant operator 
Chamberman 


See. 200 920i tes Ak see SS eh a ls pcceacke ie 6-12 


1 Schooling equivalents representing those aspects of education which contribute to the worker's reasoning 
development; ability to follow instructions; acquisition of language and mathematical skills. 


2 Amounts of time required to learn the techniques; acquire information; and develop the facility needed 
for average performance. 














436 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Fact SHEET No. 20 


HIGH PROFIT RATES WILL ENABLE AMERICAN INDUSTRY TO ABSORB INCREASE IN 
MINIMUM WAGE 


The profits earned by American industry, as reported by the United States 
Department of Commerce, amounted to $60.9 billion in 1954, $35 billion by cor- 
porations and $25.9 billion by unincorporated businesses and professional pro- 
prietors. The maximum annual cost of an increase in the Federal minimum 
wage, under present coverage, will be as follows: 


Millions 

of dollars 

Be I a ees eesti cae enon o proteases evened heehee abel elaketitia adel: $202 
ye nn On ne 8 ati see 497 
De TT enn en ee 964 
Ne ne ee ee ee ae 2, 056 


As explained in detail in fact sheet No. 12, the above estimates of the maxi- 
mum annual cost of the proposed increases overstate the actual cost. This over- 
statement is due to the nature of the available data, i. e., the apparent down- 
ward bias in the sample employed by the Bureau of Labor Statistics in estimat- 
ing the distribution of factory workers by average hourly earnings ; the exclusion 
of shift premiums from the earnings data in spite of the fact that such premiums 
are included in the regular rate under the wage and hour law; the inclusion of 
uncovered workers, apprentices, learners and handicapped workers in the BLS 
data; and the failure to reflect wage increases since April 1954 in the data. 

After correcting the maximum annual cost of the proposed increases for the 
above deficiencies, the effect of the proposed new minimum wages would be 
to raise annual payrolls in covered employment by the following amounts: 


Millions 

of dollars 

rN a a Se rans Rates $124 
Snes < evn ope SB Ee Se 0 oe ee er ee ee ee 343 
Cee eee ee, gh erencked eek oeeeiatieieasad 727 
III ost cenidctchagenaiacasin: buite iaeicigecidachdiia ceed mmerabacas dita atea ang eet EOIN 1, 636 


The use of 1954 profit data in computing the impact of higher minimum wages 
tends to overstate the effect of the proposed increases since profits last year were 
unusually low and the results for the first quarter of 1955 indicate that the profit 
total for this year will be substantially higher. This is apparent from the fol- 
lowing data published by the United States Department of Commerce: 


Profits of American industry, 1950-55 




















[Billions of dollars] 
| | Unincorpo- 
| jrated business 
Year Corporations | and profes- Total 
sional pro- 
prietors 

A Scien Ras tasiaie cama Reeicks dbunlacnetnctibedes cess: 40.0 22.9 62.9 
1951__ 41.2 24.8 | 66.0 
1952__ | 37.2 25.7 | 62.9 
i idicimgnusbonckskea satel ns ee Tere e ces Cals eee. 39.4 26.2 | 65.6 
Nd ak eo La pho a we tee wee Re 35.0 25.9 | 60. 9 
en SSE Ee ee -| 40.0 | 26.4 | 66.4 


' Preliminary estimates by Council of Economic Advisers; seasonally adjusted annual rates. 


I. Costs of wage increases are small fraction of 1954 profits in affected industries 


On the basis of available data on profits for 1954 it is evident that the in- 
creases in cost required by the proposed minimum wages will comprise very small 
fractions of profits in the affected industries. Since information on unincor- 
porated income is not available on an industry basis, we have employed the 
corporate profit data for manufacturing industries published by the Federal 
Trade Commission and Securities and Exchange Commission as the basis for esti- 
mating total profits in each industry in which corporations account for more than 
80 percent of the value added by manufacture (table 1). This procedure neces- 
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sitated the omission of the apparel and lumber industries from the tabulation 
as unincorporated enterprise account for a substantial portion of the value added 
by manufacture in these industries (more than 25 percent of the volume). 

The maximum cost of the 90-cent minimum would absorb less than 4 percent 
of 1954 profits in all of the manufacturing industry groups for which information 
is available, except leather and leather products, where the proportion is 7.9 
percent. 

The $1 minimum, at a maximum, would account for less than 3 percent of 1954 
profits in 8 of the 12 manufacturing industries, including such low-wage in- 
dustries as food, where the increase would absorb 2.6 percent of profits, and 
tobacco, where the proportion is only 1.5 percent. In three additional industries, 
the proportion of 1954 profits accounted for by the proposed increase is less than 
10 percent (textiles, 9.4 percent; furniture, 6.8 percent, and miscellaneous, 6.1 
percent). In only one industry would the cost of the $1 minimum be more 
than 10 percent of 1954 profits (leather, 18.9 percent). 

The maximum cost of the $1.10 minimum would account for less than 5 percent 
of 1954 profits in 8 of the 12 manufacturing industries, including food (4.8 per- 
cent) and tobacco (2.7 percent). Of those absorbing more than 5 percent, 2 
are between 10 and 15 percent (furniture, 13.0 percent, and miscellaneous, 12.8 
percent) ; 1 is at 22.2 percent (textiles) and 1 at 36.2 percent (leather). 

The $1.25 minimum would require, at a maximum, increases in cost of less 
than 10 percent of profits in 8 of the 12 industries, including food (9.4 percent) 
and tobacco (5.7 percent). Two of the remaining industries would absorb less 
than 30 percent of profits (furniture, 28.2 percent, and miscellaneous, 27.9 per- 
cent) ; one, 56.2 percent (textiles) and one, 70.9 percent (leather). 


IT. There is little relation between profit rates and average wages in American 
industries 


The contention that the low-wage industries operate on narrow profit mar- 
gins—and are therefore not in a financial position to absorb a substantial in- 
crease in the minimum wage—is not borne out by a study of available industry 
profit-and-wage data. Comparison of individual profit rates and average hourly 
earnings for manufacturing and nonmanufacturing industries reveals that there 
is no consistent relationship between rates of profit and wages. Many low-wage 
industries have above-average profit rates and, conversely, many high-wage 
industries have below-average profit rates. The latter have been stabilized at 
these higher wage levels. The low-wage industries with high profit rates reflect 
management’s desire to repress workers and their success in withholding wage 
increases. 

A. Manufacturing industries —Comparison of profit rates and average hourly 
earnings in the 35 manufacturing and construction industries for which com- 
parable information is available for 1953 (table Il) reveals wide disparities in 
wages among industries earning approximately the same rate of profits: 

1. Industries with median ratios of profits (after taxes) to tangible net worth 
of less than 5 percent had average hourly earnings varying from $1.14 to $1.97. 
The industries in the lowset profit rate category were as follows: 


Median ratio | 
of profits after | Average hourly 
taxes to tangible earnings 
net worth 


; Percen 
Coats and suits, women’s 


Hosiery 
ee a el ie eee 2 
Clothing, men’s and boys’ 


t 
3. § 


2. Industries with median ratios of profits (after taxes) to tangible net worth 
from 6.5 up to 8 percent had average hourly earnings varying from $0.96 to 
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$1.94. Tllustrative of the extremes in wages among these industries are the 
following: 


| Median ratio 
of profits after | Average hourly 
taxes to tangible earnings 
net worth 


Percent 
Agricultural implements and machinery ------.-...-.-..-.-------------- 7. 24 $1. 94 
DOPONOD id. nics dos kbis <a oie} thd - po Son Vide ie dt 6. 89 | 1.92 
Shirts, underwear and pajamas, men’s.............-.----.--------------- 7, 29 | Lil 
a es setae ielainern aie gaan mado wares 7. 16 . 96 





3. Industries with median profit ratios from 8 up to 9.5 percent had average 
hourly earnings varying from $1.33 to $2.10. The following are examples of 
the industries in this profit category : 


| Median ratio | 
| of profits after | Average hourly 
taxes to tangible; earnings 








net worth 

Percent 
I a ae i ee oe iad cmmmvamie cals 8.73 $2.10 
Neen ne nn ae 8. 67 | 1.95 
gata tun athe cc h ence can thts Soe neee ite eas camer naib 9. 04 1.49 
I a ell a ret ad 8. 62 1.33 


4. In the profit class from 9.5 up to 11 percent of net work, which includes 
the average rate of return for all manufacturing corporations (10.37 percent), 
are to be found in industries with wages substantially above and below the 
average hourly earnings for all manufacturing industries ($1.77) : 


Median ratio | 
of profits after | Average hourly 
\jtaxes to tangible earnings 


| net worth 
Percent 
Asstomoebile parte quik qqcnmnehes 5. < ink 5s i lg 6 os Sas wg ois sede Ldsccs 10. 09 $2. 16 
NN I 10. 09 1.98 
Lo PB Reh te be BBR LE ie TN rd ee Ee ee a 10. 42 1. 68 
1. 59 


pepermebe: oii... Lees J a a I Uk 10. 20 


5. Industries with median profit rates from 11 to 12.5 percent had average 
hourly earnings varying from $1.66 to $2.34. The bedsprings and mattresses 
industry earned profits of 12.30 percent of net worth, yet its average wage of 
$1.66 was well below the all-manufacturing average of $1.77. On the other hand, 
steel structural fabricators had a lower rate of return (11.89 percent) and 
much higher average hourly earnings ($1.89). 

6. In the industries with the highest profit rates (12.5 percent or more), 
average hourly earnings varied from a low of $1.88 in machine shops to a high 
of $2.32 for integrated petroleum operators. 

It is particularly significant for consideration of the effects of higher minimum 
wages to note that a number of low-wage industries, which would be substan- 
tially affected, earned higher profit rates than high-wage industries, which would 
hardly be affected by the new minimum. Thus the following low-wage indus- 
tries enjoyed returns of 6 percent or more on net worth: confectionary, 7.82 
percent; cotton cloth mills, 6.55 percent; furniture, 8.47 percent ; knitted outer- 
wear, 8.62 percent; overalls and work clothing, 7.16 percent; men’s shirts, un- 
derwear and pajamas, 7.29 percent; men’s, women’s and children’s shoes, 7.26 
percent: fruit and vegetable canners, 6.97 percent; soft drink and carbonated 
water bottlers, 7.71 percent. 

On the other hand, the following high-wage industries earned less than 6 
percent of net worth: men’s and boys’ clothing, 4.81 percent; women’s coats 
and suits, 3.52 percent; paints, varnishes and lacquers, 5.67 percent. 
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In addition it should be noted that the manufacturing industry group which 
would be most affected by the adoption of a higher minimum wage (logging 
camps and contractors and sawmills and planing mills) had an above-average 
corporate profit rate for the latest year covered by the Internal Revenue Service's 
Statistics of Income. This industry had a ratio of corporate profits before 
taxes to compiled receipts in 1951 of 11.06 percent; the average ratio for all 
manufacturing corporations was 9.75 percent. 

B. Nonmanufacturing industries.—The lack of relation between rates of profits 
and wages is also evident in the nonmanufacturing industries. Comparison of 
the ratios of corporate profits (before taxes) to corporate receipts, and average 
hourly earnings in the 23 nonmanufacturing industries for which comparable 
information is available for 1951 (latest year reported), reveals the following 
(table III): 

1. Industries with corporate profit rates of less than 5 percent of compiled 
receipts (before taxes) had average hourly earnings varying from $0.96 to 
$2.31. The industry with the $0.96 average wage (laundries, cleaners and dyers) 
had a higher profit rate (3.31 percent) than the following industries, each of 
which had substantially higher wages: 


Ratio of profits 
before taxes Average hourly 
to compiled earnings 
receipts 


Percent 
Anthracite mining_--- eee acta tla atte . 2. 82 
Construction—general building contractors _--------- , 2.90 
Sp IRS 8 5 is. edtenicnadd~ usdeebsdesdq ; a ‘ 3. 09 
Local railways and bus lines_--_--.--....------------ ahs eARE Suse anes 2 

Automotive and accessories dealers ; : 3. 25 
ki iciracunusnaddnawandonesemuin 5 ‘ .73 
ee IED fui cin onde ccanssnsccncccecenvteesnncceousn 83 


— tt ot BD 





2. Industries with corporate profit rates from 5 up to 10 percent of compiled 
receipts had average hourly earnings varying from $0.82 to $1.98. The lowest- 
wage industry (hotels and other lodging places) had a higher profit rate (6.08 
percent) than 2 of the 4 other industries in the 5-10 percent category: general 
contractors, except building, with 5.47 percent profit and $1.98 average hourly 
earnings; and department stores and mail-order houses, with 6.01 percent profit 
and $1.17 average hourly earnings. 

3. In the two industries in the 10 up to 15 percent profit class, the range of 
average hourly earnings was from $1.49 to $1.95. It will be noted that wages 
in the high-wage industry in this profit class (crude petroleum and natural gas 
production, $1.95) were lower than the high-wage industry in the 5-10 percent 
class (general contractors, except building, $1.98) and substantially lower than 
four industries in the lowest profit category (less than 5 percent) : 


ieee ina essocenslbivanienienaenseesNinnncennevtnseimemetaoenepionn $2.: 
Bituminous-coal mining 

Anthracite mining 

ne seni ap ings ced winsome 


4. In the four industries with profit rates in excess of 15 percent, the range 
of average hourly earnings was from $1.49 to $1.73. The highest-profit industry 
(mining of copper, lead, zinc, etc.), with a profit of 27.11 percent of compiled 
receipts had average hourly earnings of $1.73, which was substantially lower 
than those of the four industries listed under (3) above (all in the lowest profit- 
rate category) and well below the average of the following industries: 


Ratio of profits 
before taxes | Average hourly 
to compiled earnings 
receipts 





me Percent 
General contractors, except building___- aad : 5. 47 


Crude petroleum and natural gas production Se ere 14. 63 
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TaBsLe I.—Percent of 1954 profits accounted for by marimum increase in annual 
payrolls in specified manufacturing industries to effectuate higher minimum 
wages 


Estimated 
$0.90 mini-| $1 mini- | $1.10 mini- | $1.25 mini-! profits be- 
mum mum mum fore taxes, 


1954 ! 


Industry 





Millions of 
dollars 

22, 779 

2, 037 

336 

361 


177 


All manufacturing -_. 

Food antes 

Tobacco. 

Textile mill products_. 

Furniture and fixtures__- 

Paper, printing, publishing and allied | 
industries 2 | 

Chemical products of petroleum ‘and coal... 

Leather and leather products : 

Primary and fabricated metal products. 

Machinery (excluding electrical) -..---.----| ; 

Transportation equipment __. : (8) (3) 

Instruments and related products... 

Miscellaneous manufacturing industries ¢__| 


1, 449 
5, 251 
127 
3, 197 
1, 899 
3, 187 
451 
297 


— a Om Or COea~-i 


XS, 
mb 


8 
4 | 
ba 
. 2 
2 | 
.9 
.9 
.9 
3 
.0| 
s8 4 
3.3 
9 


7 o3 i 
6.1 8 | 27. 





1 Estimated by raising 1954 corporate profits by the ratio of total value added by manufacture to the 
value added by manufacturing corporations in 1947. 

2 Newspaper profits are not included. 

3 Less than .05 percent. 

4 Ordnance profits are included. 


Source: Increases in Annual Payrolls—CIO Fair Labor Standards Committee Fact Sheet No. 12: 
Profits— Federal Trade Commission and Securities and Exchange Commission; see footnote 1 above. 
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TABLE 11.—Comparison of profit rates and average hourly earnings in specified 
manufacturing industries, 1953 


Ratio of 


men profits after 
Industry taxes to net 


worth ! 


Average 
hourly 
earnings 





Percent 
es ais hscde nen cekncccccccce : s 2 10. 37 


Agricultural implements and machinery ; ae 7.3 
Automobile parts and accessories sii ; 10. 
i 2c Sie oS  eivensnsséusabacwaeews aie a 7. 
Bedsprings and mattresses---_...-...--..-....-------- lacie 12 
Bolts, screws, nuts and nails Bhi 10 
Breweries a : 6. 
Chemicals, industrial 10. 
Clothing, men’s and boys’ : 
IN ooo seis dedi seccacieamigasdecvocumetsna a 
Confectionery 

Cotton cloth mills 

Curtains, drapes, and bedspreads..- - - ee ee 
Dresses, rayon, silk, and acetate 

Drugs 

Foundries 

Fruit and vegetable canners 

ar a sls taiedemibewalinns : 


OP Pr 


- 


= NNER S © om) WH S So om Go GO HH Gs 


a a oS cael eb mebesowe : =. 
a cn 1,6 adliee ain cineihadbaniaqauincianeatiomumemneinindiiinaaty , 
Diente ana proves, packers....................-.....-.........- i 

Metal stampings 

Outerwear, 

Overalls and work clothing 

Paints, varnishes, and lacquers 

Paper 

Paper boxes 

Petroleum, integrated operations 

Printers, job 

Shirts, underwear and pajamas, men’s 

Shoes, men’s, women’s and children’s Maldteseckaseuenee eas Reccbonaseoeee 
Soft drink and carbonated water bottlers. -.--................------.--.------ 
a ee oo ncnhapcebunccncepseversconce : 


oe 


—— 


~ 


1 Median ratio, except for the all-manufacturing total. 

? Ratio of total profits to total net worth of all-manufacturing corporations. 

3 Includes motor vehicles and bodies. 

4 Bolts, nuts, washers, and rivets. 

8 Weighted average of industrial inorganic chemicals ($2.01) and indust:ial organic chemicals ($1.97). 

6 Men’s and boys’ suits and coats. 

7 Women’s suits, coats, and skirts. 

8 Cotton, silk, synthetic fiber broad-woven fabric mills. 

® Cuitains, draperies, and other housefurnishings. 

1” Women’s dresses. 

1! Tron and steel foundries. 

12 Canned fruits, vegetables, and soups. 

18 Furniture and fixtures. 

4 Weighted average of hand tools ($1.80) and hardware ($1.82). 

15 Weighted average of full-fashicned ($1.52) and seamless ($1.10). 

16 Lumber and wood products (except furniture). 

17 General industrial machinery. 

18 Average for July 1953, excluding premium pay for overtime and late shift work (from BLS Report 
No. 51, Wage Structure: Work Clothing). 

19 Pulp, paper and paperboard mills. 


Source: Profit Ratios—Dun & Bradstreet, Inc., except ratio for all manufacturing industries, which is 
from Federal Trade Commission and Securities and Exchange Commission. Average Hourly Earnings— 
Bureau of Labor Statistics. 
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TaBLe III.—Comparison of corporate profit rates and average hourly earnings of 
production workers in specified nonmanufacturing industries, 1951 


Ratio of profits 











| before taxes oo 
Industry | to compiled Ave in hourly 
| receipts, cor- | ©/nngs 
porations | 
Mining: Percent Dollars 
I ne acide edanicenasancwadeubdenneeacnwenmanion 19. 86 | 1.71 
a es a ees sa ates dicta adh aensicnges ane RR 9.63 1.71 
Copper, lead, zinc, gold, and silver mining _....__._..__....._-..----- | 27.11 121.73 
I aeiucascnebipsennaacinsimoeidadbint inna 2.82 2. 20 
IIE SRITIIND SIU a ie ewnine damon eenannstensesenn 4.44 2. 21 
Crude petroleum and natural gas production (excluding contract 
SR i Rls 5 cinema cene-careneduihe Se teteachepeah pnbecse cli ashsssde datos oi 14. 63 1.95 
Nonmetallic mining and quarrying.-_..................-.--..--.-.--- 12, 29 1.49 
Construction: 
Construction, general building contractors._.__..............-.-.--- 2. 90 2.05 
Special trade contractors.__.._....___- a a lat catalan 3.88 | 2.31 
General contractors, excluding building........................-_-_-- 5. 47 1. 98 
Public utilities: 
BE ES 2. 09 1. 56 
I eieinpabeees | 18. 82 1.49 
eas ecennipioamninasenemcktveraduiniaodenicd 4. 22 1. 53 
I IO ho se inion awidewnenmenne 20.13 1.71 
AE ILLES LLIN TLE 3.09 1. 58 
Retail trade: 
I en itis iercicianlomecianica 6.15 1,04 
Department stores and mail-order houses____-.__........-.-.-------- 6. 01 1.17 
lk rien cheoem inne ‘ 1.73 1, 36 
Automotive and accessories dealers ___.............-....------------- 3. 25 1. 46 
7 SS i siiaoamane 2.83 1.17 
Building materials and hardware supplies stores___.............-----| 4.41 1,35 
Service and miscellaneous: 
Hotels end ether lodging pleces...................................... 6.03 - 82 
eee 3.31 . 96 
| 








1 Weighted by employment of component industries. 
2 Excludes gold and silver. 


Sources: Profit ratios computed from Internal Revenue Service data: Average hourly earnings, Bureau 
of Labor Statistics, 


Mr. BArKIN. There are a few matters that I would like to highlight 
in this connection. 

We have indicated in these charts here the probable effects of the 
proposed minimum wages. There would be a maximum effect of 
$202 million at 90 cents, $2,056 million at $1.25. We have also indi- 
cated a lower figure which contains a correction for inclusion of 
learners, handicapped workers, effect of noncovered workers, and 
noncompliance. 

The manner in which we got that is in our texts. 

There is another correction which has to be made which we indicate 
here is the correction needed for estimation due to the inclusion of 
shift differentials, discrepancies between BLS distributions in indus- 
try studies and monthly employment and earnings reports, and wages 
increases since April 1954. 

These three additional corrections will very substantially reduce this 
number when you realize that there is a discrepancy of five cents per 
hours between the BLS distribution study and the monthly reports. 

Senator Doveras. In which direction ? 

Mr. Barkin. The distribution studies are 5 cents below the monthly 
reports, and we present that in great detail. 

Not only that, but since April 1954, there has been a 5 cents an hour 
wage increase in average hourly earnings, so that you have a margin 
of 10 cents an hour which will reflect itself in a further diminution 
of the effect of $1.25. 
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Senator Dovueias. I want to make it clear for the record, if my 
understanding is correct, that these estimates do not include any in- 
direct effects which might occur. 

Mr. Barkin. Correct. 

Senator Doveias. That is any increases in the pay above those given 
by bringing the wage up to the minimum. 

Mr. Bark1n. Correct. 

As we indicated before, and we have furnished you in one of our 
exhibits, fact sheet No. 9, a detailed analysis of past experience, and 
we can document it with more studies, if necessary, shows how minimal 
that is. 

One extremely important fact that we would like to point out is that 
a study of the wage increases in the industries primar dy to be affected 
by the minimum wage as contrasted with the other industries, as Presi- 
dent Reuther indicated, shows that the wage increase—and this is 
extremely significant—the wage increase in industries that were pri- 
marily affected by the 75 cents have gone up only 18 cents an hour, 
the average hourly earnings between April 1950, and October 1954. 
The industries which were least affected, and there were 63 of those, 
went up 42 cents an hour. So that what has been happening is, as we 
have testified in terms of other data, the industries which have been 
least affected by the minimum wage have gone up 24 cents an hour 
more on the average than those that were primarily affected in 1950. 

Senator Doveias. This is going to be included in the material you 
submitted for the record ? 

Mr. Barkin. Correct. 

We have also indicated in our data material on the cost aspects. 
This is the overall cost, and in my statement on page 23 I indicate what 
the labor cost is in each one of these industries, in a summary manner 
We are preparing for your use a detailed analy sis by industries show- 
ing that even these costs will have a minimal effect on the margin of 
cost within these particular industries. 

One of the arguments which has been employed against the mini- 
mum wage, and to which you have alluded in your questions, is the 
problem ‘of whether or not, we are affecting small industries or not. 
All evidence points to the fact that this will affect both large and 
small companies. Wealthy companies, efficient companies, and mod- 
ern companies pay low wages as well as small companies. 

In order to present these data in the most objective manner, we are 
now having special tabulations made of all of the 14 major manu- 
facturing low- paid industries, and analyzing the plant averages by 
size of plant and size of community, which will bring out the point 
that the—— 

Senator Doveias. Where do you get these figures? 

Mr. Barkin. We are asking the Bureau of Labor Statistics to make 
special tabulations for these. Sometimes we have to pay for them 
ourselves, sometimes we don’t. Sometimes we can negotiate to get the 
Government to furnish its own figures. 

Senator Dovenas. You have greater influence with the Department 
of Labor than even this committee seems to have. 

Mr. Barkrn. Well, Senator, this study on which these were built 
I think was produced to the public primarily because a number of us 


62569—55—pt. 129 
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went to the Secretary two and a half months ago and indicated to 
him that these materials are public property, and not the property 
merely of the Department of Labor. When the material is published 
by the Bureau of Labor Statistics it is in the public domain. 

Senator Doveias. Therefore, the original sheets or cards are subject 
to further tabulation / 

Mr. Barkin. Tabulation, but not inspection by us. 

Senator Doveias. The anonymity is still maintained ? 

Mr. Barkin. I would like to make this final point in our statement: 

The Secretary and the President in his recommendation on the 90 
cents seemed to have founded the recommendation on two major points, 
the cost of living which President Reuther has already indicated 
would in itself justify the 90 cents, and, second, the proportion of 
people affected in January 1950. He said because it was somewhere 
around 5 percent, that is what it should be now. Our figures indicate 
that the effect now of the 90 cents would be much below that level. 

Secondly, we have other experience. We have the experience of 
July 1933, the President’s reemployment plan; we have the NRA 
experience on codes; we have the 1938 experience, and we have had 
other experiences all along the line, all of which shows that the state- 
ment made by the President in the Economic Report that a figure 
above 90 cents would cause irreparable damage, or the precise words 
were something to the effect that it might have adverse effect, is not 
founded in fact or careful study. 

We believe that the $1.25 can be effected and is in line with the kind 
of wage increases we have assumed and experienced in previous cases 
of changes in minimum wage rates. We ask for the specific items in 
the Lehman bill, S. 662. 

We have analyzed them in the statement, particularly dealing with 
the question of exemptions. It must be known, as President Reuther 
indicated, the 1950 change excluded 700,000 people. The Lehman bill 
will probably increase coverage by 614 million people. Each compo- 
nent of it is spelled out in the special fact sheet that we have prepared 
on that point. 

Senator Doveias. Do you have supplementary witnesses ? 

Mr. Barkin. We would like to have one witness today to testify 
about the lumber industry, to illustrate what conditions are there, and 
the type of factories, so that we will know more about the production 
conditions in these low wage plants. 

Senator Benper. I am proud, too, that it wasn’t a Republican who 
took those people out from coverage; it was a Democrat. 

Senator Doveias. May I say in that connection that the 1949 bill 
was largely written by two men, Senator Pepper, of Florida, and Sen- 
ator Taft, of Ohio. I was on the subcommittee that rewrote the bill. 

Senator Benper. Wasn't that Senator Fulbright’s amendment, how- 
ever { 

Senator Dovexas. I am not certain. It may be. But in 1949 the 
amendments were put through really by Senator Pepper and Senator 
Taft. I was not in on the negotiations and therefore I am not able to 
report with complete accuracy what happened. 

I know that there was a good deal of swapping back and forth, and 
I think it is probable that Senator Pepper, who certainly wanted a 
high minimum wage, and who advocated the initial minimum wage at 
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a crucial time when his political life was at stake in 1938, was trying to 
get as much as he could. I don’t want to be unjust to Senator Taft, a 
man for whom I have great respect, but I think it may be that Senator 
Pepper felt forced to make certain concessions on coverage in order to 
get even a 75-cent minimum wage. 

Senator Benper. Mr. Chairman, before we hear the lady, I would 
like to ask that the record be corrected. I state that Secretary Mitchell 
did not recommend extension to mechanized or industrial agriculture. 
That was Mr. George Meany, I believe, who made that recommenda- 
tion. Secretary Mitchell did recommend extension to multistate retail 
and service establishments, and to business in interstate commerce 
where some employees are covered and others in the same business are 
not covered. 

I wanted to correct my statement. 

Senator Dovenas. It is a very manly correction. I have made mis- 
statements before. 

Mr. Barkrn. As for the second one to which you refer, that coin- 
cides with the provision in the Lehman bill to accomplish the same 
purpose. 

Senator Doveuas. If I may clear the record on these 1949 amend- 
ments. My memory has been refreshed on that point, most of these 
exemptions came in the House rather than in the Senate, and what 
happened in the House was a coalition between the Republicans and 
some of our erring Democratic friends. We hope that the passage of 
time will reduce the number of sinners among the Democrats and 
will produce a reformation also among our Republican friends. 

Now, after this passage at arms between my good friend from Ohio 
and myself, I wonder if the witness would identify herself. 

I may say we are very glad to have you here. 

Mr. tens ny Would you give your name. 








STATEMENT OF MISS ROSELLA CHESTNER, REPRESENTATIVE OF 
INTERNATIONAL WOODWORKERS IN THE TIDEWATER AREA 


Miss CuestnerR. Mr. Chairman, ladies and gentlemen, I am Rosella 
Chestner, a representative of the International Woodworkers in the 
tidewater area. I am here today representing plants which produce 
baskets, veneer for furniture, screens for screen doors and windows, 
and I am here to tell you that that is not just an ordinary operation. It 
‘alls for skilled people to work there, and we have a minimum in those 
plants from 80 to 82 cents, and the highest 85 cents. 

Mr. Barkin. Could you tell us the type of machinery that is found 
in these plants ¢ 

Miss CuestNER. We have a basket machine which makes baskets 
for vegetables, and then we have the veneer machine that manufac- 
tures veneer for furniture. 

Senator Doveias. The weaving of the wood veneer strips is done 
automatically ? 

Miss CuestnNer. By a machine, by the employees with whom I 
operate. 
Senator Dovetas. And you say the rate is 82 cents? 
Miss Curestner. Yes; and the highest is 85 cents. 
Senator Dove.as. And the number of employees / 
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Miss CuestNer. We have 450 to 500 in the factory. 

Senator Dovetas. Women mostly ? 

Miss CHestNER. We have women and men. 

Mr. Barkin. What is the proportion of men / 

Miss CuestNer. It is about equal. 

Senator Dovenas. Are there men with families? 

Miss Crrestner. Yes. 

Senator Dove.as. Some of them have children ? 

Miss Cuestner. We have one that I know of that has 12 children. 

Senator Doveuas. Is this in the Newport News area ? 

Miss Crestner. In Portsmouth. 

Senator Dovetas. So it is in a rather large metropolitan area? 

Miss Cuestner. That is right. 

Senator Dove as. I believe there are probably half a million people 
in the Portsmouth, Newport News, Nolfolk area; isn’t that true? 

Miss CuestNer. Yes; and Suffolk. 

Senator Dovetas. It is really one very large shipping, naval, and 
industrial complex; isn’t that right? 

Miss Cuestner. That is right. 

Senator Benper. How did you achieve the 82 and 85 cents higher 
than the minimum ? : 

Miss Cuestner. Through contract negotiations. 

Mr. Barkin. And what would you say, just as an index of the cost 
of living, what are the rents that your members in that area pay? 

Miss Curstner. Pay from $35 to $40 a month for rent. 

Senator Dovetas. For how many rooms? 

Miss Cuestner. Well, I do know in some places they paid $5 a week 
for 3 months, and then, of course, 5 rooms are up to $45, $35, and $45. 
That is in the housing projects. 

Mr. Barkin. How long does it take some of the employees on the 
veneer machine to learn the skills necessary to operate that machine 
effectively ? 

Miss Cuestner. We have in our contracts a 90-days’ provision. 

Mr. Barxrn. To become elegible for work ? 

Miss Cuestner. That is right. 

Mr. Barkin. But how long does it take some of these people to 
become efficient in the operation of these machines? 

Miss Cuestner. It is according to their ability to learn. Some- 
times they learn within 3 months, or maybe 6 months or something 
like that, to operate those machines. 

Mr. Barxry. Is this hazardous work? 

Miss Cuestner. It is very, very much so. 

Senator Benprr. You have achieved this 85 cents which is not very 
much of an achievement ? 

Miss Cuestner. That is certainly so. 

Senator Benper. In the event that Congress would pass a law 
making the minimum $1.25, how would that affect your contract ? 

Miss CuestNner. Well, I guess we would think we had pennies from 
heaven. It would be one of the best things to happen to us, to have 
the minimum go from 75 cents to $1.25. 

Senator Benper. Would the contract stand or would it be canceled ? 

Miss Cuestner. I don’t understand you. 
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Senator Benver. I say you have a contract for 85 cents. Suppose 
Congress passes a law providing for a $1.25 minimum. What would 
that do to your contract ¢ 

Miss CuestNer. Well, our contract would immediately have to go 
into effect in accordance with the law that applied. 

Senator Benper. Is that part of your contract / 

Miss Cuestner. Yes. 

Senator Doveias. Well, I take it that the union does not say that 
it has a vested interest in the low wages paid to workers. 

I want to thank you for your testimony very much. Thank you. 

Now, may I make an announcement on further hearings before we 
break up. 

Tomorrow the subcommittee will conclude a week of hearings on 
minimum wage legislation, during which we will have heard testi- 
mony from most of the major labor « organizations of the country. Any 
of you in the group of labor who have not been able to appear per- 
sonally and testify will be able to file statements for the record. 

Senator Hill, chairman of the full Committee on Labor and Public 
Welfare, has called a brief executive session of the Committee on 
Labor and Public Welfare at 10 a. m. tomorrow morning to consider 
several measures that require speedy action. The hearings scheduled 
by this subcommittee for tomorrow have therefore been postponed 
from 10 o’clock to 10:30, and at that time we will hear from Mr. 
David McDonald, president of the United Steelworkers of America, 
C. I. O.; and from Mr. William Pollock, executive vice president, 
Textile Workers of America, accompanied by Mr. Barkin. 

The final hearing for this week will be tomorrow afternoon, at 
which time testimony will be received from Mr. Marx Lewis, general 
secretary-treasurer, United Hatters, Cap and Millinery Workers Un- 
ion, A. F. of L.; Mr. Einar Mohn, vice president, Teamsters, Chauf- 
feurs, Warehousemen and Helpers of America; A. F. of L.; Mr. Leon 
Schachter, National Executive Board, Amalgamated Meat Cutters 
and Butchers, A. F. of L. 

Next week the subcommittee will meet first on Tuesday, April 26, 
to receive testimony from those Senators who are sponsors of bills 
pending before us. 

On Wednesday we commence hearings by representatives of em- 
ployer groups. 

Now, this is our difficulty in this connection: We want to give to 
the employers equal time to that which has been granted to repre- 
sentatives of the unions. But as of this morning there are 75 trade 
associations, industries, or companies, or other employers, who have 
asked to testify. In addition, several of these have asked to present 
more than 1 witness, adding 17 more individuals, making a total of 
92 who asked to testify. And I might add that this does not include 
those who are interested in Puerto Rico and the Virgin Islands, nor 
does it include employer witnesses who are in favor of higher mini- 
mums. 

Now, if we give to each one of these 92 witnesses the time which we 
have given to the 12 labor witnesses who have appeared this week, the 
hearings will be extended for 6 additional weeks, and it is obviously 
impossible to do that if we are to get action. I assume we all want 
to get action this session. 
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The chairman therefore will be compelled to limit the amount of 
time which the various employer representatives can have. He will 
give to the representations of the National Chamber of Commerce and 
the National Association of Manufacturers, the 2 largest groups, the 
same amount of time which he has accorded to the heads of the 2 
Jabor organizations, namely, to Mr. Meany and to Mr. Reuther; the 
will be given each a half day to present their arguments, if they wis 
it. They may not wish it. But if they wish it they can have a full 
half day. 

The chairman cannot, however, give to the other 90 employer rep- 
resentatives equal amounts of time, and he will have to impose rather 
strict limits on verbal presentation with the understanding, however, 
that they may file full statements. I may say that we read these 
statements and study them very carefully. We have a staff which 
digests them each evening, and makes reports to me or to any other 
member of the committee the following day. 

I hope, therefore, the chairman will not be accused of unfairness if 
he limits the amount of time which individual employers can take, 
keeping, however, to the principle that the employers, as a group, will 
have the same amount of time that labor has taken. I may say in 
this connection the labor unions reduced the number of their represent- 
ee eae appeared before us in order to fit them into the scale of 
1 week. 

Now, if there is objection from my colleague to this procedure, I 
would be very glad to hear it. 

Senator Benper. I have no objection. 

Senator Doveias. The Senator from Ohio, with his usual kindness, 
has said that this is satisfactory to him, and we shall proceed on that 
basis. 

(Whereupon, at 12:35 p. m., the subcommittee adjourned.) 
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Untrep States SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTER ON LaBor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 11 o’clock a. m., Chairman Paul H. Douglas 
presiding. 

Present: Senators Douglas (presiding), McNamara, and Smith. 
Other committee members present : Senators Hill, Lehman, and Allott. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael j. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Doveias. The subcommittee will come to order. 

We regret that we are half an hour late in proceeding, and we 
express our regrets to those who have been kept outside during that 
time. The committee as a whole met in executive session, and the 
meeting took longer than we had expected. That accounts for our 
slowness in getting underway. 

The first witness this een is Mr. David J. McDonald, who is 
president of the United Steelworkers of America. 

Weare very glad to have you with us, Mr. McDonald, and we appre- 
ciate getting your testimony to us in advance. 

You may proceed. 


STATEMENT OF DAVID J. McDONALD, PRESIDENT, UNITED STEEL- 
WORKERS OF AMERICA, ACCOMPANIED BY ARTHUR GOLDBERG, 
GENERAL COUNSEL, CIO 


Mr. McDonatp. For the record, Mr. Chairman and Senators, my 
name is David J. McDonald. Iam president of the United Steelwork- 
ers of America. 

I wish to thank this committee for affording me an opportunity to 
present the views of my union as to the need for a Federal minimum 
wage of $1.25 an hour, and for a broadening of the coverage of the 
Fair Labor Standards Act. 

In adopting the Fair Labor Standards Act in 1938, the Congress 
sought to eliminate labor conditions detrimental to the health, effi- 
ciency, and well being of workers, and to eliminate the unfair methods 
of competition based on these detrimental conditions. Specifically, 
section 2 (a) of the act states—and you are familiar with it, so I won't 
bother reading it. 

Although the act, and amendments thereto, have made a positive 
contribution toward alleviating some of the worst conditions caused 
by the payment of shockingly low and inadequate wages, there can be 
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little doubt that they have fallen far short of the statutory goals. 
Neither the minimum wage of 40 cents an hour, provides (by stages) 
in the original. 1938 statute, nor the subsequent adjustment to the 
present level of 75 cents an hour established in January 1950, has 
carried out the stated intent of the act, to eliminate labor conditions 
detrimental to the maintenance of a “minimum standard of living 
necessary for health, efficiency, and general well-being of workers.” 
Moreover, the failure of adjustments in the minimum wage to keep 
up even with the cost. of living and with productivity increases has 
served to make the minimum “wage floor” less and less meaningful 
when compared with changes in wage levels in the economy. 

T do not wish to burden the record with the statistics and conclu- 
sions of eminent budgetary authorities, including the Labor Depart- 
ment’s own Bureau of Labor Statistics, concerning the minimum in- 
come requirements of individuals and families if they are to be enabled 
to live under conditions resembling decency. All that is required to 
establish that neither the present minimum wage of 75 cents an hour, 
nor the Administration-proposed minimum of 90 cents an hour, is 
even close to the amount needed to provide a subsistence level of living 
is a little simple arithmetic. 

A worker paid 75 cents an hour earns but $30 a week, or $1,560 a 
year under optimum conditions where no time is lost by reason of ill- 
ness, injury, or layoff. From his gross weekly wage of $30 there is 
deducted 60 cents for social security and, if he is a single, unattached 
individual there is a further deduction of $3.08 per week for Federal 
income tax. In other words, he has a net weekly pay check of $26.32. 
Tf he has a wife or another person to support, then the Federal income 
tax exemption provisions raise his take-home pay by $2.30 for the 
support of his dependent and his net pay is $28.62 per week. And 
this has to suffice for the essential needs of two human beings. If he 
is married, the birth of his first child will result in a further increase 
in net. pay of 78 cents to $29.40 a week, which has to be stretched to 
cover the needs of three persons. The same net pay of $29.40 a week 
must provide for the needs of four persons when his family—a man, 
: wie and two children—reaches the size of the “typical” American 

amily. 

An increase in the minimum wage to 90 cents an hour, of course, 
would represent an improvement. But the inadequacy of such an in- 
crease to carry out the purposes of the Fair Labor Standards Act is 
all too clear. The full-time weekly equivalent of 90 cents an hour is 
$36. A single, unattached individual working at this wage takes home 
$31.15; a worker with 1 dependent $33.45: a worker with 2, 3, or 
more dependents $35.28 a week. Working at this wage on a 52-weeks- 
a-year basis, even the gross amount of annual pay equals less than 
one-half of the income required to maintain a family of 4 under 
minimum standards of decency in the lowest living-cost cities (includ- 
ing those in the South) where the cost of living has been priced by the 
Bureau of Labor Statistics in the preparation of the city worker’s 
family budget. 

Workers who are required to attempt to support themselves and 
their families on such grossly substandard wages clearly are “second- 
class citizens.” 

It has been argued that the present 75 cents minimum needs to 
be increased essentially no more than enough to match increases in 
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the cost of living. This approach, of course, ignores the inadequacy 
of such an increase to set a decent minimum in line with the statutory 
purposes. In addition, this approach ignores the fact that most em- 
ployers for years have been increasing their wage rates, including 
minimum rates, by amounts at least large enough to match cost of 
living changes, productivity increases, and general improvements. 
This is one of the facts of life of collective bargaining which cannot 
be denied. Why, then, should not Congress increase the statutory 
minimum wage by an amount which would at least equal both the 
accumulated increases in cost of living, productivity and expansion 
of our economy, an action which would parallel what happens every 
day in collective bargaining ? 

Surely there can be no quarrel with the proposition that, if the 
economy can afford to increase wages generally—as it does—by 
amounts to match productivity and cost of living, the economy can 
also afford to increase its minimum rates in the same fashion. 

Following the congressional finding of 1938 concerning the exist- 
ence of substandard labor conditions, union organization has been ef- 
fective in eliminating such conditions for millions of workers. Never- 
theless, millions of others, in excess of two and a half million in manu- 
facturing industries and additional millions of workers in nonmanu- 
facturing industries, have been unable to obtain wages of even $1.25 
an hour, a wage level which would still fall short of providing a desir- 
able minimum standard of living, but which would, as a minimum 
wage, represent substantial progress toward our stated goals. 

The relatively low extent of union organization in certain industries 
and areas of our Nation is a factor in the continuation of substandard 
wage levels. The unfair competition engaged in by low-wage, non- 
union employers in such industries and areas is an even more im- 
portant factor in perpetuating this evil. The comparison offered by, 
on the one hand, the relative success of American trade unions in 
moving toward the abolition of substandard wages in the industries 
and areas where they are well organized and, on the other hand, the 
relative failure of the Fair Labor Standards Act to accomplish this 
same aim in other industries and areas seems to point to two con- 
clusions. ’ 

One of these conclusions is indisputable—the Fair Labor Standards 
Act has not kept pace with the changes in the American economy— 
changes in consumer prices, the rapid growth of productivity, the ex- 
pansion of our economy, changing concepts of an adequate standard 
of living, better understanding of the dependence of greater produc- 
tion and profits on greater consumption and purchasing power of 
American workers, and the upward movement in the general level 
of wages. 

A second conclusion, based on the disparity over the past 15 years 
between the increases in union-negotiated minimum wages and the 
minimum required by the act, is that the lag of the statutory mini- 
mum has not been necessitated by economic conditions as is so often 
alleged. 

It is granted that certain industries can pay higher wages than 
others because of a variety of economic facts. Nevertheless, there is 
no evidence that the disparities which have grown between minimum 
rates generally and the minimum provided by law are either justi- 
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fiable or necessary. My own industry, the steel industry, is a case in 
ont. 

. In the early part of 1937, prior to the first collective bargaining 

agreement between the United Steelworkers of America and the 

United States Steel Corp., the minimum wage rate paid by the cor- 

poration’s southern subsidiary, Tennessee Coal, Iron & Railroad Co., 

was 38 cents an hour. 

Senator Doveias. Mr. McDonald, as I remember it, the wage scale 
prior to the NRA in the southern steel mills was sometimes as low as 
22 cents an hour for common labor; isn’t that true? 

Mr. McDonatp. That is correct. 

Senator Doveras. Since the NRA in effect established a type of 
minimum wage, we have had this rise first by governmental regula- 
tion, and then later by trade union action ? 

Mr. McDonatp. Yes. 

Senator Dove.as. It was a rise in the wages of labor from this 
extraordinary low level of, as I remember it, 22 cents an hour? 

Mr. McDona.p. That is correct. 

Senator Doveias. And the 22 cents an hour was paid for the hard- 
est and dirtiest kind of work? 

Mr. McDonaup. Yes, and the codes which were established under 
NRA helped to correct such situations, particularly the bituminous 
coal code. 

You will remember we worked on that diligently. 

As a result of the first United States Steel contract negotiated by 
the union, the minimum rate at this subsidiary was raised to 45 cents 
an hour. (The United States Steel minimum in most other locations 
became 6214 cents.) These minimum rates remained unchanged for 
4 years, until April 1941. 

During this same period the statutory minimum wage ranged up 
to 40 cents an hour. For example, during 1939, 1940, and early 1941, 
administrative orders were issued under the Fair Labor Standards 
Act for specific industries which established a nationwide minimum 
rate of 40 cents an hour in such industries as the manufacture of belts, 
wool wae, hats and caps, full-fashioned hosiery, leather, millinery, 
and pulp and primary paper—industries now considered medium or 
low pe Many workers in those industries affected by the minimum 
rate of 40 cents an hour were employed in Southern States. The dif- 
ference, therefore, between the negotiated minimum rate at the major 
southern basic steel operations and the statutory minimum rate in 
the above industries was only 5 cents an hour in 1940 and early 1941. 
The statutory minimum rates in other industries at this time ranged 
between a low of 30 cents and a high of 3714 cents an hour. The south- 
ern steel minimum rate, therefore, as between 5 cents and 15 cents an 
hour above the rates oe by the act. It was only 5 cents above 
the 40 cents contemplated by the act when it was enacted. 

Since that time, t ey prevailing minimum wage in the steel industry 


has moved upward to a uniform nationwide rate of $1.57 an hour. 
The statutory minimum wage in the same period has been increased 
only to 75 cents an hour, a lag of 82 cents an hour behind the nego- 
tiated steel minimum. 

The adoption of the proposed rate of 90 cents an hour would result 
in a statutory minimum 67 cents an hour below the minimum rate in 
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steel as compared with a 5 cents to 15 cents an hour differential in early 
1941. Adoption even of the $1.25 rate which we advocate would leave 
the minimum wage for the United States 32 cents below the nego- 
tiated steel minimum. The lag in the statutory minimum wage behind 
the minimum rates negotiated through collective bargaining is wholly 
inexcusable. A sharp increase in the statutory minimum is necessary 
if the act is not to become entirely meaningless when compared with 
bargained minimums. 

And Counsel Goldberg points out to me that United Steelworkers 
will soon be going into collective bargaining conferences with the 
basic steel industries, and I expect that we will increase that basic 
minimum during the course of those conferences which will even 
widen the disparities which we have tried to describe. 

It cannot be stated that progress in all industries could have equalled 
that of workers and elem in the steel industry. But since em- 
ployers throughout the nation were able to pay minimum rates within 
5 cents to 15 cents an hour of the southern steel minimum rate in 1940 
and 1941, it becomes exceedingly difficult to understand what factors 
have intervened to make it impracticable for employers to pay a 
minimum rate substantially higher than the existing statutory mini- 
mum. 

In the last 5 years there has been no change in the statutory mini- 
mum wage. The present minimum rate of 75 cents an hour became 
effective in January 1950. At that time the minimum steel rate at the 
major southern plants was $1.05 an hour, or 29 cents an hour above 
the rate established by the act. Employers in other industries 
throughout the nation who were covered by the act were able to pay a 
minimum rate only 29 cents an hour under this southern steel mini- 
mum rate, in the words of the act “without substantially curtailing 
employment or earning power,” as recently as 5 years ago. The set- 
ting of a statutory minimum wage of $1.25 an hour—382 cents an hour 
under the steel minimum rate—would at least come close to restoring 
the relationship between these minimums which existed 5 years ago. 

Perhaps a few more facts with reference to the United Steelworkers 
of America would help the committee and the Congress to see our 
interest in the whole matter. Our union holds jurisdiction in basic 
steel and several allied industries. In the main, our total membership 
would be little affected directly by an increase in the statutory mini- 
mum wage to $1.25 an hour. In the steel industry, as noted, we have 
raised our minimum to $1.57 by collective bargaining. Our members 
work in what is generally regarded as a high-wage industry. Gross 
average hourly. earnings for the most recent month were $2.27 ac- 
cording to the Bureau of Labor Statistics. Even our $1.57 minimum 
affects only 1 percent to 2 percent of the employees in the industry, and 
these are mostly janitors and sweepers. The labor jobs in the industry 
earn $1.621% an hour or more. 

We are proud of our collective bargaining gains in the wage field. 
We are firmly convinced that the attainment, through collective bar- 
gaining, of higher wages and higher standards of living and greater 
economic security will aid greatly in raising the wages, living stand- 
ards, and security of the millions of unorganized and other low-paid 
workers in the United States. But this effort on behalf of workers 
with substandard conditions needs legislative assistance. 
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The interest of the Steelworkers Union in this fight to increase the 
statutory wage minimum to $1.25 and to increase coverage to persons 
now excluded from the present minimum is quite obvious. We are 
well aware that the steelworkers cannot be isolated in their economic 
progress. We know full well that the wage and other improvements 
which we can, and do, win by bargaining are forever threatened so 
long as there are millions of low-paid workers who do not earn 
enough wages to enjoy even a minimum standard of living. 

One of the cardinal facts of our economy is that we must all move 
together on the wage front if we are to provide the purchasing power 
necessary to sustain the gains which we can make in our individual 
bargaining areas. This means that auto workers, electrical workers, 
textile workers, clothing workers, oil workers, communication work- 
ers, teamsters, machinists, and all other workers, organized and un- 
organized, North and South, must progress together if our Nation is 
to grow and prosper and if steelworkers are to grow and prosper. 
This is the reason for our interest in a decent minimum wage level. 

At our last convention in September 1954, the United Steelworkers 
of America gave careful consideration to this matter and unanimously 
adopted the following resolution, and’ I won't bother reading that, 
gentlemen, except to call your attention to several of the points in the 
resolution on page 9, where we particularly point out that a Federal 
minimum wage of $1.25 an hour for all employees covered by the 
Fair Labor Standards Act, and so on and so forth. 

This was and is the position of our union. We were, and are, 
greatly concerned when we see around us the continued payment of 
substandard wages to millions of Americans. 

For some strange reason it seems to be commonly assumed that the 
fight to improve these substandard wage minimums is a sectional fight 
in which the South is arrayed in opposition to the payment of the 
same wages as are paid elsewhere in the United States. While there 
are undoubtedly certain business elements in the South who prefer 
to pay substandard wages, this is not generally true. The steel- 
workers’ union has contracts with hundreds of southern firms covering 
many thousands of southern workers. A recent survey which we con- 
ducted of our contracts in 13 Southern States showed 116,300 em- 
ployees under the United Steelworkers’ contracts, nearly all in manu- 
facturing. More than 90 percent of these employees work in plants 
where not even 1 employee receives less than $1.25 per hour. Only 
about 9 percent of these employees work in plants where any em- 
ployee receives less than $1.25 per hour. The precise number of 
workers who receive less than $1.25 was not available, but can rea- 
sonably be estimated at less than 1,000 persons, or less than 1 percent. 
of the total employment under contract. Thus, the vast majority of 
these employees already receive minimum rates well above the $1.25 
minimum which we advocate. 

Their employers pay such rates voluntarily by contract with our 
union. And payment of these rates has not hurt these employers or 
the South. We keep careful records of the reasons for business fail- 
ures of the firms which we have under contract and we can confidently 
say that we have not seen any evidence that even one southern firm 
failed primarily because of “high” wage levels in our contracts. 

As I have noted, we once had southern differentials in steel. In 
1937 when we secured our first steel contracts the minimum rate of the 
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major producers in the South was 1714 cents lower than in the North; 
that is, 45 cents as against 62.5 cents. This was only a little more than 
1 year before enactment of the Fair Labor Standards Act. By collee- 
tive bargaining, we have completely eliminated this differential in 
steel so that we now have the same minimum rate, $1.57, in the South 
as in the North. 

In other industries, such as aluminum and can, in which we bargain, 
southern differentials have been largely eliminated. This is also true 
for many other unions and industries. 

In steel the managements of the southern plants objected long and 
loud to the elimination of their southern differential. Among other 
arguments they claimed that such action would endanger employ- 
ment in the South and force their plants out of business. This is the 

— arguinent now raised by other employers against our proposed 
25 Federal wage minimum. The union persevered, however, in its 
aaa ign to eliminate the southern steel differential. We won. 

In Bir mingham, Ala., the South’s Pittsburgh, the steel industry now 
pays exactly the same rates as the industry does in Pittsburgh, or 
Chicago, or Los Angeles, or any other major production point. And 
has this hurt Birmingham? Of course not. 

And I am sure Senator Hill knows that it hasn’t hurt Birmingham. 

Senator Hitz. I might say it is the lifeblood of the economy. 

Senator Doveras. It must be recognized historically that Senator 
Hill’s victory in the Democratic primary of 1938 was fought largely 
on this issue of the Fair Labor Standards Act. It was this event that 
broke the logjam which had held the Fair Labor Standards Act in the 
Rules Committee of the House. It is interesting that on the day after 
his victory and after the victory of Senator Pepper in the Florida 
primary, that several hundred members of the House of Representa- 
tives signed the discharge petition and brought the bill out on the 
floor. 

Senator Hill and Senator Pepper really led the fight - the Fair 
Labor Standards Act, and I feel that they have never really quite 
received the recognition to which they are entitled, and which I now 
think belatedly should be accorded. 

Senator Hii. Thank you, Senator. 

Mr. McDonap. Well, I was in Birmingham recently with Mr. 
Fairless, chairman of the board of United States Steel, and it is quite 
interesting to see what has happened to the members of the steél- 
workers’ union since this elimination of the southern differential took 
place. They used to feel like second-class citizens, but now they hold 
up their heads and they feel they are just as good as any steelworker 
in the country. 

The city has grown and blossomed to a position of major importance 
in the South. Total job opportunities have expanded in Birming- 
ham. But what of the steel industry in Birmingham? The answer 
is the same. It has expanded its capacity and production by leaps 
and bounds. It now employs more steelworkers than it did before we 
eliminated the differential. 

These conclusions are also borne out in other industrial areas where 
we bargain, such as in the aluminum and can industries. There, too, 
the reduction and elimination of southern and other area differen- 
tials has been accomplished by production and employment increases 
and by no business failures attributable to wage increases. 
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The same employers who so strongly opposed the elimination of 
differentials now admit that they have not fi hurt in the process; 
in fact, they have prospered. Our southern steelworkers, who were 
the canelliiagd: forgotten men of the industry for decades, are now 
the economic equals of their brethren throughout America. Of this 
we are proud. We have virtually achieved our long-sought goal of 
“equal pay for equal work” in the steel industry. This southern dif- 
ferential in steel was immoral and inequitable. We rejoice that this 
economic discrimination has been eliminated. Such differentials in 
other industries and other sections of the country should likewise be 
eliminated. 

No, this minimum wage fight is not a sectional fight insofar as the 
steelworkers’ union is concerned. And we have no selfish stake in this 
fight. We have battled for and won elimination of our southern dif- 
ferential. Our goal is to buttress our wage levels by adequate mini- 
mum wage floors so that wage chiselers, North and South and East 
and West, will be unable to take unfair competitive advantage of 
those honest and fair-minded employers who pay decent wages. La- 
bor should no longer be a helpless pawn in the ruthless game of un- 
a competition which some unscrupulous employers still want to 
play. 

In America we have all long boasted of our high standards of living 
as compared with the rest of the world. We have been justly prouc 
of our higher American wage levels. Our strong unions in steel and 
autos and coal and rubber and transportation and oil and construc- 
tion, and many other industries, are mainly responsible for these 
high-wage levels. We have contributed greatly to the increases in 
productivity which have made general high levels of wages a pos- 
sibility, and, for many of our people, an actuality. 

We steelworkers, who are among the more fortunate of American 
wage earners, are disturbed and gravely concerned that millions of 
Americans earn as little or less than the present 75 cents per hour 
minimum. This is shameful and a disgrace to America. This is a 
situation which we can and should correct. We have made tremen- 
dous wage strides in collective bargaining. Legislative assistance, 
however, is needed to help those millions who are unorganized and 
so have substandard wages, and to help establish a climate of fair 
competition in which fair employers can pay fair wages and still 
flourish. 

The Congress can contribute greatly to building a higher American 
wage level, to providing a meaningful “wage floor” protection to mil- 
lions of Americans who need it most, and to a strengthening and 
shoring up of purchasing power in our whole economy. 

What we need are: (1) k minimum of $1.25 per hour, and (2) sub- 
stantial extension of coverage. 

Even the $1.25 and increased coverage which we propose would 
fall short of achieving the “minimum standard of living necessary for 
the health, efficiency, and general well-being of workers,” contem- 
plated by the Fair Labor Standards Act. But these improvements 
would at least represent a significant step in the direction of that goal, 
a step needed if the act is to keep pace with minimum economic needs 
of workers and their families, and with the facts of collective bar- 
gaining. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 457 


We strongly urge one further improvement in the act to keep pace 
with collective bargaining developments and economic growth. As 
constituted, the Fair Labor Standards Act contains no provision for 
continuous or even periodic examination of the extent to which the 
policy of the act and the provisions of the act are in harmony. Be- 
cause of this, growth of our economy, consumer price rises, produc- 
tivity gains, and a rising general level of wages combine to belie rela- 
tively ineffective the amendments of the Congress almost immediately 
after such amendments are enacted. 

For example, the 75 cents an hour minimum wage enacted in Jan- 
uary 1950 became outdated even before the year 1950 was over. This 

yas so because of the sharp rise in the cost of living which began in 
mid-1950 and the increase in wages generally which followed. In 
each subsequent year to date, the statutory minimum rate became more 
and more outdated as increasing productivity led to higher wage 
levels. Basically, this means that amendment of the act at this time 
represents a “catching-up” process, an attempt to make up the lag 
which began 5 years ago, almost immediately after the last increase 
in the minimum wage. 

What is required is a provision which will permit adjustment of the 
statutory minimum wage to take account of the growth which we all 
expect. The minimum wage rate to be established by this Congress, 
based on current economic conditions, will not take into account up- 
ward wage movements in industry in 1955 or productivity gains in 
our economy this year, to say nothing of such gains next year and 
the years thereafter. 

I therefore recommend that a minimum wage of $1.25 an hour be 
enacted now and that coverage be substantially extended. 

The urgent necessity for an increase in the minimum wage is one 
of the crucial legislative issues of the year. All Congressmen who 
share with us our concern for our economy and for the inequities 
within it will, I am sure, recognize the need for prompt and favorable 
action on our proposal. The steelworkers earnestly beseech your care- 
ful consideration of this matter and early action on it. 

I appreciate very much this opportunity of presenting the views of 
the 1,250,000 members of the United Steelworkers of America with 
respect to this most important subject which affects the welfare of all 
of the American people. 

Senator Doverias. Thank you, Mr. McDonald. 

You make an interesting suggestion to amend the act so that there 
may be future increases to revise the minimum in accordance with 
changes in the cost of living, changes in productivity, and so forth. 
Did you have any specific language in mind on this point ? 

Mr. McDona.p. No specific language, Senator, but perhaps through 
the idea of referring to the establishment of industry committees. 

Senator Doveras. So you would say that you favor the establish- 
ment of a flat-rate minimum by legislative action, and then discretion- 
ary power given to industry committees to raise the level above that 
point ? 

Mr. McDona.p. That is right. 

Senator Dovetas. Would you fix the maximum up to which these 
industry committees could raise the wages? 
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Mr. McDona.p. I don’t see how we could fix a maximum because 
one doesn’t know what the changes in our economy would be. It 
would have to be largely discretionary. 

Senator Doverias. That is a very interesting suggestion, of course, 
that you are making. It is the method which was almost univ ersally 
followed when the minimum w age was established first in New 
Zealand, then in Victoria, and then in Great Britain. 

Someone questioned the other day as to whether the creation of 
wage boards was not a socialistic measure, and my mind went back 
on this issue. The New Zealand system was established by the 
Liberal Prime Minister. The State of Victoria has been the State in 
Australia which has been dominated first by the Conservatives, and 
then by the National Party. The British system was introduced by 
a gentleman by the name of David Lloyd George, and Winston 
Churchill, who'at the time were called Socialists, but who in the light 
of history I think would not be termed Socialists—certainly not 
Winston Churchill. So I think it has a parentage which with the 
passage of time, at least, has been rendered respectable. 

Mr. Gorpperc. Mr. Chairman, I would say it would require a far 
stretch of the imagination to affix the Socialist label to the president 
of the Steel Workers U nion, who is making this proposal. 

Senator Leno AN. May I call your attention to the fact, Mr. Chair- 
man, that in bill S. 662, which I introduced, we do provide for in- 
dustry committees. I understand that you would not confine the 
question of raising the minimum wage exclusively to the increase in 
the cost of living ? 

Mr. McDonatp. No, productivity factors and the general state of 
the economy would have to be considered. 

Senator Dovue.as. Senator Smith. 

Senator Smirn. A few things occur to me, Mr. McDonald. I am 
sorry I was called out for a few minutes and didn’t hear all of your 
testimony. But were you speaking here of these industry committees 
to more or less meet the conditions that might arise with regard to 
increasing the wage; you contem late they “might, if necessary, de- 
crease the minimum, or is the minimum fixed by law the floor beyond 
which nobody can go, irrrespective of economic conditions in the 
country ? 

Mr. McDonatp. I don’t think that in our lifetime there will be : any 
need for decreasing wages, Senator. As I view our national 

Senator Smirn. I agree with you a hundred percent. I hope not. 
I just wondered if the flexibility should be there with the committee. 

Mr. McDonatp. As a labor leader, Senator, I must say that wages 
must always go upwards. 

Senator Smiru. Well, I understand that. 

Now, I want to ask you just this question. Those of us who were 
sitting ‘here are trying to come to a fair determination, and you will 
realize that this trying to reach $1 or $1.25, or whatever we should 
consider as the floor, we would have to consider the effect on economic 
situations throughout the country. We wouldn’t want anything es- 
tablished that would in any way compel unemployment. I am con- 
cerned with the danger of unemployment if we go too far, and I 
would like to preface that remark by saying that T would like to see 
the highest possible minimum wage estabished that is possible. It 
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is good for our economy, good for industry, good for everybody, but 
we do have to consider economic implications, and just what the 
economy will stand. 

I think the President had in mind, and the Department of Labor 
had in mind, in recommending 90 cents, that that was the furthest 
we could go at this time without causing unemployment. I think it 
was done in perfectly good faith. I am not an expert so 1 cannot 
pass on the merits of it. 

I am very much interested in your testimony, and the other testi- 
mony, advocating $1.25. Our chairman, Senator Douglas, in a hear- 
ing i was in a few days ago, brought out the reason why he thought 
it ought to go at least to a dollar. Well, those things are all relative 
and interesting, but I do think we will have to consider what will 
be the impact on our industry as a whole, and while a wonderful in- 
dustry like steel, which is on a very firm financial basis, and can prob- 
aby stand what you are recommending, are there other industries that 
couldn’t and would it damage the employment situation if we went 
too far? 

That leaves this question in my mind: Your minimum wage is a 
floor below which you shouldn't go, and you want to go as far as you 
can to help people to live decently. That is the floor. That is a very 
different. thing in my mind from the wage that can be established by 
collective bargaining having in mind all of these other elements. I 
wouldn’t expect for a minute that United States Steel would make 
$1.25 the floor in that industry. You are probably way above it. 
You can be above it. But can all industries be above it! 

Mr. McDonaxp. $1.57 is the minimum in steel. 

Senator Smiru. I see your position. But are you convinced in giv- 
ing your testimony that you are talking about other industries than 
steel which might be affected by even ‘ $1.25! 

Mr. McDona.p. If I may, sir, I think that the $1.25 would be of 
considerable benefit not only to the steel industry but to all industries 
in our country. I submit that only human beings have purchasing 
pewer and a human being earnings 90 cents doesn’t have much pur- 
chasing power. 

Senator Smirn. I am with you on that. I think it is true that we 
want to think in terms of the consumptive power, because if we in- 
crease our production and have consumptive power to take that. in- 
crease, we are raising the level of everybody. I have advocated that 
in some of the foreign countries I have been mixed up in. 

We want to think in terms of these countries that press their labor 
so terribly that they are not taking advantage of the mass of people 
who would buy if they could. They can’t buy. I am absolutely with 
you on that. 

But I want you to realize the responsibility we have to find the 
right place. 

Mr. McDonatp. I understand you have a grave responsibility, and 
1 am not engaging in collective bargaining with the members of this 
committee. 

Senator Smiru. I realize that. 

Mr. McDonatp. You have a very grave responsibility. You will 
have to consider many, many recommendations and suggestions before 
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your subcommittee has completed its work. I certainly hope that 
you will come out with the $1.25 an hour, but it is not for me to say 
you shall do it. I have no power or authority to do that. All I can 


do is to urge you through the type of arguments we are trying to 
present. 


Senator Smirn. We appreciate that. 

Just one more point: You refer to the extension of coverage. Does 
your report refer to what areas, or how or just how much extension 
of coverage? 

The President in his message said he hoped coverage would be ex- 
tended, but we haven’t had a clear idea of just what areas it could 
be extended in. 

Mr. McDona.p. Yes, sir; we have deliberately refrained from 
elaborating on that point because Mr. Meany of the American Feder- 
ation of Labor, and several representatives of CIO unions, and other 
AFL unions, have gone into that in detail. I have read their testi- 


mony, and we thought that we were in general agreement with their 
suggestions on those points. 


Senator SmirH. All right. Thank you. 

Mr. GoupperG. Senator Smith, if 1 may just add a word in reply 
to one of your questions, on the question of whether an industry com- 
mittee should have the power to decrease wages, I have the feeling 
that you answered that question yourself when you said subsequently 
that the minimum wage was a floor. 

Now, if you remove the floor from a building, or a foundation, you 
will collapse into the basement, and I don’t think any of us want to 
recommend a procedure to collapse. 

Senator SmirH. No, I understand that, but I could conceive—I 
hope it never happens—but I could conceive of some economic diffi- 
culty where you would be faced with the alternative of lowering the 
minimum, or going out of business and throwing people out of work. 

Senator Doueuas. I hope the Senator from New Jersey will not 
now be attacked by the chairman of the Republican National Com- 
mittee for being a prophet of doom. If that should happen I will rise 
to defend him. 

Senator SmirH. I appreciate always the defense of my distin- 
guished friend from Illinois. 

We may be in different parties, but we love each other and try to 
think as honestly as we can. 

But what I am trying to get at is should a committee at that time 
in the case of difficulty in throwing a company out of business, lower 
the floor ? 

Mr. Go.pserc. We have continued faith in the forward progress 
of our country. We don’t anticipate that difficulty. 

Senator Smiru. Keep the faith. 

Thank you. 

Senator Doueias. Senator McNamara. 

Senator McNamara. Senator, I have no particular question. I 
have a short comment. 

I think the president of the steelworkers, President McDonald, has 
made a good case for $1.25. The new thing is this committee to 
establish higher minimums in various industries. There can be some 
confusion in such a situation. In Puerto Rico, which is closest to us, 
every industry has a different minimum, and it makes it almost im- 
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possible to police. I suppose with the multiplicity of industries that 
we have here you would have an element of that, and I wonder if 
national legislation should go into that or if we shouldn’t leave that 
to collective bargaining ? 

Mr. McDonatp. Collective bargaining is really no problem because 
you do have industry commitments where you have collective bar- 
gaining in fact. 

For instance, in the automobile industry right now there are sev- 
eral industry committees meeting. This goes into the field where 
there is no collective bargaining, or very little collective bargaining, 
where in some manner or fashion you have to have committees that 
can consider this situation. 

Senator McNamara. Don’t we in effect already have minimum 
wages because the wages negotiated in collective bargaining is always 
the minimum wage in industry ? 

Mr. McDonatp. That is right, Senator. 

Senator McNamara. So I don’t know that this would add any- 
thing to it. 

Mr. McDonap. Not to collective bargaining, but to the unorgan- 
ized fields. 

Mr. Gorpperc. We have industries operating now under Walsh- 
Healey, and it isn’t abused. We don’t go into Walsh-Healey in many 
of the industries because it is time consuming and necessary. Where 
Walsh-Healy has proved to be effective is in the case of organized 
or unorganized unions. 

So actually what you have said works out in effect that you really 
work out by collective bargaining in large areas, and you don’t use 
the Government machinery to establish a wage pact. 

Senator McNamara. I can see now after this discussion that it 
might apply in some unorganized industries. 

Senator Dovetas. As Senator Lehman points out, his bill does pro- 
vide for industry committees to operate within the zone, from $1.25 
to $1.50. 

Senator Allott. 

Senator Auuorr. Mr. Chairman, I appreciate the fact that I am 
not a member of this subcommittee, and I appreciate your courtesy 
in letting me sit with this subcommittee. I do like to congratulate 
you, Mr. McDonald, on your very fair statement. I have a certain 
affinity with you, having spent a great part of my early life in a steel 
mill. 

Mr. McDonap. Thank you, Senator. 

Senator Attorr. I would like to ask you two or three questions. 

You have already emphasized, and I think fairly, the responsibility 
which rests on this committee. Would not an advance from 75 cents 
to $1.25 cause a serious adjustment situation in some industries for 
which we should try to make some allowance in this legislation ? 

Now, I know that your answer is going to be “No” right off the bat, 
it wouldn’t affect the steel industry at all, would it? 

Mr. McDonatp. No, not the steel industry. 

Senator Arxorr. The 90 cents will not affect the steel industry at 
all, and there are a great many other industries, well organized, that 
it would not affect at all. 

Mr. McDonatp. That is correct. Neither would the $1.25. 
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Senator Atiorr. Or to a very minimum extent. However, there 
are industries which it would affect, are there not ‘ 

Mr. McDonatp. That is correct. 

Senator Attorr. And doesn’t a responsibility evolve upon this com- 
mittee to determine that by the reporting out of an act which would 
raise the minimum too far not to push those industries out of busi- 
ness, and by doing so push people out of employment ? 

Mr. McDonaup. Well, sir: I will see if I can answer that. We 
have tried to point out in our statement by using the T. C. & I. illus- 
trations that these industries have not kept pace with the forward 
march of our economy. And it is their own fault that they have not 
done so. They should have done so. They should have by voluntary 
action, even where the people weren’t organized, have done something 
about raising the living standards of their employees by increasing 
their wages. 

Now, I don’t think that it necessarily follows that the raising of 
wages will put an industry out of business. I think that an indus- 
try that does not stay abreast of modern technological developments 
should go out of business, or a company that does not keep abreast 
of modern technological developments should go out of business. I 
think a company does not have the right to exist in our economy if 
it perforce exists by sweating labor. 

That is my fundamental belief. 

Senator Auttorr. I would like to interrupt you there because I have 
a point of view toward this which I am sure you don’t have because I 
see a section of the country, a great section of the country, in a differ- 
ent aspect, and that is the great central portion of our country which 
is agricultural primarily, and I am thinking of the impact of large 
raises at once on small businesses, places where you have not been able 
to organize because it is too scattered out, too small. I am not out of 
sympathy, and I am a firm believer in the continual advancement of 
America. I believe inselling America. But you have not gotten into 
these fields and organized for the same reason that these people can’t 
pay big advances in wages. 

Mr. McDona.p. Well, sir; we of the Steelworkers in the part of the 
world that you refer to have quite a staff, and we are trying day in 
and day out, and there is scarcely a day that goes by that I don’t 
receive a letter or a telegram from your friend Mike Soldren in 
Colorado, or Charlie Smith, our west coast director, telling us that 
we have picked up another plant, and we are trying to bargain to 
improve the wages and working conditions of the employees. 

It is true that it is a difficult organizing job, but we of the Steel- 
workers stay after it, and we make progress, and we do raise the 
standards of the people. We are not out to put people out of business. 
That is not our job. But we want companies to improve their condi- 
tions. We want them to make decent earnings, and we want to get a 
fair share for our members of the improved earnings of those com- 
panies. 

Senator Atxorr. I realize that, sir, but I do want to emphasize again 
the point that it is the responsibility of the committee to see that we 
do not create unemployment by placing it too high, and that brings 
me to my next question: 

Do you not think it is a general policy, and assuming that our 
standards are always going upward, that frequent consideration of 
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minimum wages with perhaps a constant small increase in minimum 
wage standards, is better than big jumps ‘ 

Mr. McDona.p. There are times, Senator, when that would be a 
valid point, and I would accept that, but here is a situation where | 
have tried to point out where ie lag has been so great for so long that 
something of a major nature must be accomplished. 

Senator AtLorr. Well, you were discussing the small differential 
between the southern plants and the minimum wage: but the differen- 
tial between the northern plants and the minimum wage at that time 
was much greater. 

Mr. McDona.p. Yes, sir. 

Senator Atvorr. Now, in a highly competitive organized industry 
such as steel, different conditions prevail than in these small loose 
things where people are operating small businesses, whether they are 
logging or whatever they might be, or mining. This situation is 
entirely different, it seems to me, because you have a broad national 
competitive situation in your steel business. 

Mr. McDonavp. Yes, sir; that is true, but we also operate in many 
other allied industries. For instance, we have a very nasty situation 
right now going on in the city of Birmingham where a group of 
fellows walked over to the Steelworkers’ office about the first of the 
year and told our boys that they were making 75 cents an hour, and 
they would like to have a union. And this is an outfit, a metal fabri- 

cating company, which competes with other metal fabricating com- 
panies in the area. 

This fellow said “We just can’t live on 75 cents an hour,” and one 
of our organizers went over and signed them up, and held a National 
Labor Relations Board election. We won the election. I don’t think 
there was a single dissenting vote. The employer has refused to nego- 
tiate a collective bargaining agreement with us, and a strike is now in 
etfect. He believes that 75 cents an hour is plenty to pay those people. 
We believe it is not. We believe he is an unfair competitor. He is 
competing unfairly with other organized plants, and other unorgan- 
ized plants in the same area, 

Now, the whole sense of what we are trying to give here, sir, I repeat, 
is that the lag has been ‘too long and the differential has grown too 
wide. What I am trying to do is fight against poverty. If we can 
continue our fight against poverty, even if it means big advances, I am 
sure that it is going to be beneficial for the individual involved. It is 
going to be beneficial for all of the people of our country, and I repeat 
again, only human beings have purchasing power. It doesn’t do any 
good at all to ¢ hop down trees in the logging industry if the logs are 
just going to lay in some river and rot. It doesn’t do any good to mine 
any metals if the mining of the metals is merely going to mean they 
are going to lie in a pile, and never be used. 

Only the human beings can purchase these things, and we must get 
money into their hands in order that they can purchase the goods of 
our country. 

Senator Atuorr. Well, I understand that, and I think you have 
answered my question because except for the limitation that you wish 
to put on this particular instance you do agree with my statement that 
violent changes in the minimum wage floor are not desirable, and it 
would be generally better to raise them little by little. 
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Mr. McDonaxp. I say I can agree in a different climate. But in 
this situation if minimum wages had k ‘east—again I refer to 
the steel workers’ situation—if minimum wages had kept abreast by 
constant advances to proper relation with the steelworkers’ wages, 
then I could agree with you, but I cannot agree because this has not 
occurred, 

Senator ALLorr. But you do agree with the general principle with 
the reservation that you make in this instance ? 

Mr. McDonaup. Let me put it this way: If in 1950 we had gone up 
5 cents an hour, I think the minimum wage should have gone up 5 cents 
an hour. If in this year we go up 25 cents an hour, then I think the 
minimum wage should go up 25 cents an hour. In that way I see eye 
to eye with you. 

Senator Atiorr. Let me ask you this question: I think you ex- 
pressed an answer to this partly in your answer to Senator McNamara. 
You do not regard minimum wages as a substitute for collective 
bargaining ¢ 


Mr. McDona.p. Oh, no, sir. 

Senator Atvorr. Then one other question: You talk about the ex- 
pansion of this to other workers. Do you favor the stretching of the 
interstate doctrine in order to Slonmanicals that? In other words, the 


stretching of what constitutes interstate business in order to try to 
accomplish that ? 

The reason I ask you that is because I have heard some testimony in 
this room that makes be believe that some people would like to see that 
doctrine stretched in order to bring more people in. 

Mr. McDonatp. If stretching the doctrine would bring more people 


under the coverage, I would favor stretching the doctrine. 

Senator Atvorr. Even though it meant by stretching such doctrine, 
and the application of such doctrine, a partial destruction of our sys- 
tem of State government ? 

Mr. McDona.p. I certainly don’t want any partial or major de- 
struction of our system of State government. I can remember when 
I was a very young fellow coming up here to committees such as yours, 
and listening to the great Henry Warren who was the general counsel 
of the United Mine Workers of America, and the great gentleman 
whose name slips my mind who was counsel for the National Associa- 
tion of Manufacturers—this was way back in the ’20s—debating this 
issue, and it has been all over the lot. I can’t give you an answer. 

Mr. Gotpeerc. May I give a legal answer? I don’t think you have 
to stretch the interstate commerce concept. All you have to do is 
apply it. 

Senator AtLorr. The Chairman will remember the interesting views 
we received the other day on that, and I am interested that the inter- 
state principles are not stretched because I think it will lead eventual y 
to other things which will break down our State system ofo govern- 
ments. 

Mr. GoupperG. This is extraneous to this discussion. I happen to 
think that one of the great dangers that is happening to us in this 
country is the failure to give proper recognition to the interstate 
commerce power, and that 1s creating sectionalism of a very bad type 
in many fields. One of the notable areas is in section 14 (b) of the 
Taft-Hartley Act, in which we advocated the proper application of 
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the interstate commerce power of our country in favor of a sectional 
application which is causing great trouble throughout the country, 
and is creating economic barriers that our Founding Fathers never con- 
templated. 

Senator Doveias. Of course, I think all of our memories go back 
to a comparatively recent time when many contended that the only 
definition of interstate commerce was the physical transportation of 
goods between States, and, therefore, confined interstate commerce to 
the railways, the shipping lines, and telephone and telegraph indus- 
tries, as such. 

Now, I think we have all broadened our view and made it clear 
since then that this is a living concept which has vitality, and is sub- 
ject, perhaps, to growth. 

Senator Atuorr. Mr. Chairman, I want to say I appreciate this op- 
portunity to ask these questions. 

Mr. McDona.p. Thank you very much, Senator, for asking them. 

Senator Doveias. Thank you very much, Mr. MeDonald. 

Mr. McDonatp. Thank you very much, Senator. It has been a real 
privilege. 

Senator Doveras. The next witness is Mr. William Pollock, execu- 
tive vice president of the Textile Workers of America, CLO, accom- 
panied by Mr. Barkin who is the research director. 

Mr. Pollock, we are very glad to have you with us. 

Mr. Potiock. Thank you, sir. 

Senator Douenas. Mr. Pollock, I have another engagement at 12 :30. 
Would you be willing to try to conclude the presentation in half an 
hour? 

Mr. Potiock. Yes, I would be willing to try to conclude, Senator. 

Senator Doveias. You may proceed. 


STATEMENT OF WILLIAM POLLOCK, EXECUTIVE VICE PRESIDENT, 
TEXTILE WORKERS OF AMERICA, CIO, ACCOMPANIED BY SOLO- 
MON BARKIN, DIRECTOR OF RESEARCH 


Mr. Pottock. My name is William Pollock. I am the executive vice 
president of the Textile Workers Union of America, CIO. 

Sharing the witness table with me is Solomon Barkin, who is the 
director of research for our organization. 

You have before you a brief prepared by his department in support 
of our recommendations. He is available for questions in connection 
with the data and statistics furnished in that document. 

Our union is the collective bargaining agent for approximately 
325,000 workers, mostly in New England, the Middle Atlantic States, 
and the Southeast. But in appearing before you today, we are speak- 
ing on behalf of all the textile comes more than 900,000 of them, 
who have a vital stake in this legislation. 

I would like to begin by sketching for you, very briefly, the back- 
ground of the textile industry, especially as it relates to the issue of 
minimum wages. 

For many generations the textile workers were the orphans of 
American industry. Their wages were lower, their hours were longer, 
their working conditions were worse than those in any other major 
manufacturing industry. 

Senator Dovenas. Mr. Pollock, I want to make a comment here. 
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This was the industry which for centuries had more protection under 
the protective tariff than almost any industry in the country; is that 
not true? 

Mr. Potiock. I would think in the early days that was true, yes. 

Senator Doveias. And one of the chief claims advanced by the in- 
dustry for protection was that they had to maintain the high American 
standard of living of their workers. Yet you are now saying that the 
level of earnings in the textile industry was down relatively speaking 
toward the bottom of the totem pole? 

Mr. Potiock. Well, when we talk in relative terms let me point out 
that at the time textile workers were earning 1214 cents an hour in 
the States, they must have been earning considerably less in, Europe 
working in the textile mills. 

Senator Doveras. I grew up in New England in a textile town, and 
I was always struck by the contradictions between the industry’s claim 
that they had to have a high tariff in order to protect the high standard 
of living of the textile workers, and my observation of the standards 
by which the woolen and cotton workers lived. I thought there was 
irony in that claim. 

Mr. Potiock. We are surprised to see that the persons fighting for 
higher tariffs are not fighting for a higher minimum wage. 

Senator Doveias. That was just a comment. I don’t want to con- 
fuse the Reciprocal Trade Act with the minimum wage. 

Mr. Potiock. Although textile workers were among the first to try 
organizing a union, they were the last to gain any measure of success. 

Even today, nearly two-thirds of the textile workers are without 
any form of union protection. Our industry, and I refer particularly 
to the South, is the last great jungle that is yet to be cleared by col- 
lective bargaining. Therefore, the role of the Government, over the 
years, has been of exceptional ramecinnce to the textile workers who, 
in the Nation’s interests, as well as their own, need to achieve an 
American standard of living for themselves and their families. 

As a matter of fact, it was the Federal Government, and as time 
went on a partnership between the Federal Government and our union, 
that for the first time brought about a marked improvement in the 
textile workers’ wages and living conditions. 

Some of you may remember that code No. 1, under the NRA, the 
half-gotten Blue Eagle, covered the cotton textile industry. Frankly, 
it was honored more in the breach than in the observance. But a few 
years later the Fair Labor Standards Act, the law you are now revis- 
ing, was adopted, with better results. The 25-cents-an-hour minimum 
was a very real accomplishment in the eyes of the textile workers, some 
of whom had been earning only half as much. 

Somewhat later, industry committee No. 1, under this law, estab- 
lished a minimum of 321% cents an hour for cotton textiles. Our 
union was then in the formative stage and we played a part in the 
hearings. The record of these hearings would make good reading 
today. The southern employers argued against a 3214-cent minimum 
on the grounds, first, that it would bankrupt the industry; and, sec- 
ond, that the workers would just get into trouble if they had that 
much money to spend. 

I have had occasion to make predictions, now and then, and I have 
often been wrong, but I have never been quite as wrong as that. 
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In July of 1941 the wage and hour administrator ordered a further 
increase in the cotton textile minimum to 3714 cents an hour. In 
October of the same year, and this, gentleman, is a historic date, a 
basic minimum of 40 cents an hour was established by collective bar- 
gaining between our union and a number of leading companies in 
the industry. 

I say this was a historic date because it was the first time that a 
textile industry standard was established by free collective bargaining, 
rather than by law. 

The 40-cent minimum was reinforced, a few months later, by a 
Government order under the Fair Labor Standards Act. Thus the 
Federal Government acknowledged by law what the union had 
achieved at the bargaining table. 

Meanwhile our country had become involved in the war, and wages 
were subject to close control by Government. When our union nego- 
tiated a general increase of 714 cents an hour with a relatively small 
number of companies, it was accepted, not only by the War Labor 
Board, but by the industry as a whole. This raised the minimum 
wage for cotton textile workers to 4714 cents. 

In 1945 the War Labor Board, using our textile cases as a standard, 
ordered a 55-cent minimum for all workers, even though only a hand- 
ful of companies were involved in the specific dispute. The following 
year our union negotiated a 10 cents an hour raise; this was approved 
xy the National Wage Stabilization Board under its substandards 
doctrine, and was accepted by the entire industry. Perhaps the ac- 
ceptance was encouraged by the fact that price relief was tied in with 
the wage order. 

Up to this point the Federal Government had been involved, one 
way or another, in every advance made by the textile workers. From 
1946 to 1950 there was a difference. For these few, fleeting years, the 
. textile workers, or, perhaps I should say, the organized textile workers, 
enjoyed the illusion that they had a voice in their own economic 
destiny. 

We, in common with other unions in other industries, negotiated 
a series of wage increases. By and large the terms we established in 
organized mills were accepted by the nonunion companies as well. 
We were able to bring textile wages up to the rates paid in other soft- 
goods industries; at our peak, we were a mere 25 cents an hour below 
the average for all manufacturing industries. 

You may think it is a strange thing for us to boast that at our best 
we were only 25 cents an hour below average. In a sense I agree. I 
defy anyone to tell me why, whether in terms of skill or physical effort, 
or man-hour productivity, there should be this incredible gap between 
textile workers and their fellow workers, in auto plants or steel mills 
or other industries. 

But, as I said at the beginning, the textile workers have been the 
orphans of industry. We were happy that we were closing the gap; 
that we were moving forward. We did not expect a new world over- 
night. We just wanted to move toward our proper reward, step by 
step. 

Our course would have been easier, and more certain, if we had been 
able to extend our organization throughout the South. We found this 
was a slow and difficult process. Neither you nor I are here today to 
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discuss that particular problem, but I urge all of you to read again the 
testimony of the findings of this committee in the 81st Congress, when 
we told the story at length. 

In any event, we reached our peak in 1951, when we negotiated a 
wage increase of 614 percent— are modified by the Wage Stabilization 
Board—from the northern mills. We were justly proud of this ac- 
complishment. It raised the basic minimum wage for our northern 
cotton workers to an all-time high, $1.13% cents an hour. 

We began at once an intensive effort to apply similar terms in the 
South. Over the previous 10 years, whether through the War Labor 
Board or through our own efforts, we had been successful in equalizing 
wages between the areas. This time we failed. Some 40,000 southern 
workers struck for 5 weeks, returning to their jobs on the promise of 
the Federal Mediation Service that a peaceful solution would be 
found. Though a board of inquiry was set up, no decision or recom- 
mendation was ever issued. The workers retained their union but 
they lost the strike. 

The next year, 1952, the northern employers, quite understandably, 
demanded relief. Regardless of the needs of the workers they were 
under a handicap. The question was arbitrated, and, as a result, the 
northern workers lost the raise we had negotiated in 1951. 

That is just about where matters stand today. By and large, the 
textile workers are earning 1950 wages but paying 1955 prices. The 
effect on their buying power, their role as consumers, can easily be 
imagined. 

Senator Doveras. Mr. Pollock, do I understand that the northern 
wage scale is $1.07 now? 

Mr. Potiock. The minimum wage is $1.09% in the North. It is 
$1.08% plus 3 cents on the escalator clause, or $1.09%. 

Senator Doverias. Now, we have had testimony that the average in- 
crease in the cost of living since the first part of 1950 has been 15- 
percent, and Mr. Barkin brought forth testimony yesterday to in- 
dicate that if his computations are correct the increase for the low- 
wage workers has been 20: percent since that time. So if the money 
wage is the same now in textiles as it was in 1950 there has been a 
decrease in real earnings per hour of 20 percent, and in addition to 
that there is more unemployment and part-time employment. 

Mr. Barxrn. In addition to that, if I may add, we believe that the 
rate of man-hour productivity in our industry far exceeds that of 
most industries in the United States from 1950 to 1955. 

Senator Atiorr. You mean productivity per person or do you mean 
increase, sir? 

Mr. Barkrn. Productivity per man-hour in our industries has risen 
at the rate of 5 percent per year since 1950, which exceeds the national 
average which is estimated somewhere at 

Senator Atxorr. You are talking about increase, now ? 

Mr. Barxrn. Yes, increase. 

Senator Dovertas. So what you are saying is that with a decrease 
of from 15 to 20 percent in real earnings per hour, there has been 
an increase of 25 percent in physical output per man-hour? 

Mr. Barkin. Correct. 

Mr. Potiock. That is right. 

Senator Doveras. Have you got the evidence to support this point? 
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Mr. Barxrn. Yes, in my statement all of the statistical and docu- 
mentary evidence is presented. 

Senator Atyorr. Mr. Chairman. 

Senator Dovetas. Senator Allott. 

Senator Atuorr. May I, because I have an engagement which I 
cannot avoid with some of my own people, and because I have to 
leave, a little out of order make an inquiry here / 

Senator Doveras. Certainly. 

Senator eee Mr. Barkin, in your very comprehensive presenta- 
tion—I am talking about the separate document 

Mr. Pottock. Yes. 

Senator Atvorr. You claim that there is a difference in two average 
earnings of figures apparently covering the same group of workers as 
reported by the Bureau of Labor Statistics. 

Mr. Barkin. Which two averages? 

Senator At.orr. That is in yesterday’s statement. 

It seems, Mr. Chairman, that we should ask the Bureau to comment 
on this alleged difference in the two sets of figures, and that the com- 
ment should probably be inserted in the record immediately following 
his comments. 

Senator Dovetas. I will ask the staff to get in touch with the Bureau 
of Labor Statistics. 

Mr. Barkin. Mr. Chairman, we welcome that request, and we 
believe that the explanation would be very profitable to the committee. 

Senator Auxiorr. Well, Mr. Barkin, I have the attitude that what 
we are after here is the truth. 

Mr. Barxrn. Correct. 

Senator Atuorr. And any of us can make mistakes, and sometimes 
we do and sometimes we don’t, but we want to find out what the truth 
is, anyway. 

Then, Mr. Chairman, I would like to know if you are referring to 
studies of individual industries and not to a study covering many 
industries? 

Mr. Barktn. In yesterday’s documents ? 

Senator Atiorr. The same document, yes. : 

Mr. Barkin. You are referring there to the first paragraph, the 
$1.75 and $1.73? 

Senator Atxorr. Yes. 

Mr. Barkin. The allowance there, of the 2 cents, is that what you 
are referring to? 

Senator Atiotrr. Yes. You are referring to a study of individual 
industries there, are you not ? 

Mr. Barkin. No; on top there that is the overall. The $1.68—— 

Senator AtLorr. That is what I want to get at. You have answered 
my question. You are referring to all industries together? 

Mr. Barkin. That is right. 

Senator AtLorr. That being the case, Mr. Chairman, may I ask that 
the Bureau be asked to give their comments on this matter, and that 
their comments also follow this document. 

(The comments referred to appear as a part of Mrs. Wickens testi- 
mony on May 18, 1955.) 

Mr. Barkin. You might be very much interested in that connection, 
those three figures there were worked out in oral conversation with 
the BLS. 

Senator Atxorr. In oral conversation ? 
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Mr. Barkin. In oral conversations with the Bureau of Labor 
Statistics. 

That allowance of the 2 cents, I might indicate, I took on the basis 
of their own estimate, because. I want to be sure that I would follow 
their best judgment as to what should be done. The difference be- 
tween $1.75 and $1.73 is their estimate. 

Senator Dovuc.as. We will ask them to put it in writing. 

I may say in connection with the first statement of the Senator from 
Colorado, I find on the 18th of April I addressed a letter to the Com- 
missioner of Labor Statistics, asking for similar inforniation. 

Senator AtLorr. Thank you, Mr. Chairman, for this opportunity, 
and, sir, I apologize for leaving in the middle of your statement. 

Mr. Potiock. That is all right. 

That is not all. Last month, and this time there was no possible 
justification for it, the northern employers demanded a further cut 
of 10 cents an hour, including 3 cents in direct wages. Six of them 
persisted in this demand, and their 25,000 workers went on strike just 
a week ago. 

Senator Doueias. What were those companies, Mr. Pollock ? 

Mr. Pottock. The companies on strike are Bates Manufacturing 
Co., Berkshire-Hathaway, Pepperell, the Luther Manufacturing Co., 
and the Continental Manufacturing Co., all located in the New Eng- 
land States. 

Senator DovuGias. Pepperell is a consolidation or merger ? 

Mr. Pottock No; Pepperell Manufacturing is a chain manufac- 
turer. Bershire-Hathaway is a recent merger. 

At the present time, the minimum wage in the northern mills is 


$1.0914, including 3 cents gained under a cost-of-living escalator 
clause. The minimum in organized southern mills is $1.0314. There 
is less difference in average wages than in the minimums; as a matter 
of fact, in comparable mills, North and South, the average hourly 
wages are virtually identical, being about $1.30 an hour. Instead of 
being 25 cents under the average for all industry, we are now 50 cents 


behind. 


With your permission, Mr. Chairman, I would like to submit for the 
record a statement of our union’s position when we were in negotia- 
tions when these New England cotton and rayon employers made this 
demand for the 10-cent wage cut. 

Senator Doveias. That will be included in the record at the con- 
clusion of your remarks. 

Mr. Potiock. Yes, sir. 

It seems to me this story proves what I said at the start, that the 
wages of textile workers depend, to a great extent, on the creation of a 
firm foundation by law. Even during the postwar years our gains in 
collective bargaining were backed up by industry rates set by the 
Secretary of Labor under the Walsh-Healey Act. The Fulbright 
amendment has stripped away this safeguard. Only the Federal mini- 
mum. wage itself remains, and it is far too low to be helpful. 

I think this was physically illustrated recently by the decision of 
Judge Holtzoff, when he issued an injunction against the establish- 
ment of a $1 minimum wage in the cotton industry. 

I have spoken only of the cotton and synthetic textile division of 
the textile industry, which is both the largest and the lowest-paid 
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group. Minimum wages in the other divisions range from $1.21 in 
woolens and worsted to $1.38 in the Middle Atlantic dyeing and fin- 
ishing industry. In no case have wages in these other divisions kept 
pace with American industry as a whole, over the last few years; the 
woolen and worsted workers, like the cotton workers, were forced to 
take a wage cut which drove them back to 1950 levels. 

Perhaps at this point I should note that for the last 4 years the tex- 
tile industry has been in a business depression, a rather peculiar kind 
of depression. Production in 1954 was actually 6 percent less than in 
1950, despite an increasing population. Four Siadoal and seven mills 
have closed in 5 years. Employ ment has shrunk by 20 percent. Yet 
at the same time the man-hour productivity of the workers has risen 
at the rate of 5 percent a year, compared to a national average of 3° 
percent for all industry ; mergers and consolidations have created hee 
new corporations and. have made the older giants still bigger ; profits 
earned by the big companies have been handsome, and they have been 
more than generous in the salaries, bonuses, stock options, and pension 
provisions for their executives. This has been a depression in which 
the workers, and the communities that depend on their wages, have 
borne the whole load. 

It has been a heavy load, indeed. Because the textile industry is 
concentrated, usually providing the only source of industrial employ- 
ment in the areas where it exists, the closing of so many mills has 
brought real misery to many communities. But let us consider only 
the blight of those who are still employed. 

Back in the days when many others besides the textile workers were 
poor, the WPA calculated an emergency budget for a family of four. 
This emergency budget was below the level of ordinary subsistence ; if 
continued over a long period of time the WPA said it would be dan- 
gerous to health. 

At present prices the cost of this budget would be $2,430 a year, 
2,000 hours of work at $1.22 an hour. Gentlemen, many thousands 
of textile workers earn less than $1.22 an ean and thousands more 
are unable to find work for 2,000 hours a yea 

Let me read you a letter. It i is dated April 14. and it was sent to our 
Washington office by a worker in Clover, S. C., who earns $1.05 an 
hour. 


I have read articles on a bill which I understand will come up soon concerning 
$1.25 per hour minimum wage. I am sure you will help us in every way pos- 
sible. In order to let you understand just how the majority of southern laborers 
live, I am going to list for you my earnings and expenses, and I am in better 
shape than lots of people. 

The rent on houses in this area range from $6 to $12 a week. And, believe 
me, a $6 a week house is not one that you can be comfortable in or enjoy looking 
at every day. 

To cook two meals a day, using dry beans about three times a week, potatoes 
a couple of times and fresh vegetables once, meat for Sunday dinner, desserts 
about twice a week, liver mush or bacon, or sausage with eggs, two or three times 
a week, no sweet milk and no other meats, groceries for a family of four will run 
at least $11. 

My budget looks like this. I make $1.05 an hour: 


House payment $10. Furniture $3.50 
yroceries 2: Church 3.00 


Insurance i Transportation (to work) --_-- 4.00 
School lunches 


Lights and water kG Total 
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When I get my check, I have a little over $40 after deductions. My budget 
doesn’t allow for clothes, fuel for heating, doctor bills or recreation of any kind. 


Can you imagine how discouraging it is to struggle day after day and not even 
afford the bare necessities of life? 


I wonder why those who are comfortable can’t part with enough of their 
worldly goods to let those who carry half the responsibility for their incomes, 
by making the goods they sell, have the dire necessities. That’s all we ask of 
them. I’ve heard that some have made remarks that we are “used to it.” 

But do you ever feel good when you see your children’s clothes pass the patch- 
ing stage and know that you can’t replace them? Or when can you enjoy seeing 
your oil run out and wonder if you can get credit for a refill? And does not 
everyone like to feed their children food that will make them healthy? We love 
our children just as much as the wealthiest. We never get “used to” insufficient 
pay but we are the mercy of those who have money and authority, for we have 
neither. We never stop hoping that some day enough of them will be like you 


and have a warm heart and extend a helping hand to their fellow man. 
Very sincerely, 


Mrs. Mary BritTTian. 


Now, the wages she mentioned in the letter quoted in this testimony 
were made at the American Thread Mill. Since this letter was writ- 
ten she was fired for union activities. Her earnings are now con- 
siderably lower. 

Indeed for 1 whole week she was forced to work in a yarn mill pay- 
ing only 75 cents an hour. Since then she found a job in a mill paying 
90 cents an hour, but still lower than the $1.05 per hour she made at 
the Clover, S. C., plant. 

Now, let us see what effect would result from increasing the Federal 
minimum wage, aside from building a floor under the rates already 
established. 

An increase to 90 cents would affect at most some 67,000 textile 
workers, or about 614 percent. The cost, at most would be 12 million 
dollars a year, or four-tenths of one percent of the industry’s pay roll. 

An increase to one dollar would affect some 150,000 textile workers, 
. about 12 percent. The cost would be $34 million, or 1.2 percent 
of payroll. 

i ae to $1.10 would affect 310,000 workers, or about 30 per- 
cent. It would cost $80 million, or 2.9 percent of payroll. 

An increase to $1.25 would affect 512,000 workers, or almost 50 per- 
cent. It would cost $203 million, or 7.4 percent of payroll. 

Actually, these figures, based on Bureau of Labor Statistics wage 
data, are high, since they include workers not covered by the present 
law, and also do not take into consideration such items as shift differ- 
entials, ete. 

Now, let us look at the possible effect on textile prices. Since pay 
rolls represent about 25 percent of the textile sales dollar, a $1 mini- 
mum would amount to only three-tenths of 1 percent of sales income; 
a $1.25 minimum would amount to only 1.8 percent. 

On the other hand, the effect on textile sales would be startling. It 
is an established fact that lower income families spend a higher pro- 
portion of their money for clothing. Using BLS findings as a base, 
we calculate that a 90-cent minimum would increase apparel sales by 
$22 million: a $1 minimum would bring a $54 million increase; 
a $1.10 minimum would produce $105 million, and a $1.25 minimum 
would yield $225 million. These figures are for apparel alone, not 
for the many other textile products. And they do not take into ac- 
count the cumulative effect of increased buying powers in the com- 
munity. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 473 


Senator Doveias. May I ask, Mr. Barkin, are these figures included 
in the data you submitted yesterday ? 

Mr. Barkin. And they are included under items 7 and 8 in my sup- 
plemental data. 

Mr. Potxvock. I have mentioned just one item—apparel, but I am 
sure you realize that this is only a small part of the story. 

While I am, in effect, a special witness arguing the case of a special 
group, we must always bear in mind that a higher minimum wage puts 
money where it has the greatest possible impact on the economy. None 
of this money will be put aside, tucked into a bank ; workers who earn 
$1.25 an hour seldom can afford the luxury of sav ings. <A raise in the 
minimum wage will mean an immediate increase in consumer buying. 
Every industr y, not only the textile industry, will benefit. 

It seems to me that we have a very pleasant paradox here, a low-cost 
action that can produce rich dividends. 

The statistics I have presented, and many others, are included in a 
brief prepared by our union’s research department, which is now 
before you. I have used only a few of them, and I do not intend to 
use any more. 

In closing, I want to return to the human problem, the problem of 
an American standard of living for textile workers. In the other 
basic industries in our country, wage standards are established and 
maintained by free collective bargaining. We think that is the right 
way. We wish we could appear here, not on behalf of the textile 
workers, but only on behalf of those who do not come within our 
jurisdiction, like the Steelworkers. 

Someday we expect to be in that happy position, for we are con- 
vinced that textile workers cannot be permanently denied their right 
to organize and to bargain collectively with their employers. How- 
ever, they have been denied that right, up to now, by the powerful 
corporations in the South; and, therefore, we must ask that the part- 
nership between the Government and ourselves be resumed. 

Ironically, we have a measure of support from one of our most bitter 
opponents. I refer to J. Spencer Love, the president of Burlington 
Industries, the biggest textile company in the world. Mr. Love has 
fought union organization, by both legal and illegal means, for the 
last 20 years. Last month, in a speech before the ‘Chamber of Com- 
merce in Spartanburg, S. C., he again attacked trade unionism at 
great length. But he also said this: 

It has always seemed to me fair to make such generally applicable basic 
progress (in minimum wages, shorter hours, elimination of child labor, learner 
pay, social security, workmen’s compensation and the like) through legisla- 
tion, which is fair to everyone in that it applies to everyone, rather than through 
stirring up strife within selected companies in the industry, such as the unions 
have indulged in. 

Leaving aside the matter of “stirring up strife,” to Mr. Love, men- 
tioning the word “union” is a form of strife, we can only say, for the 
time being, “So be it.” 

If Mr. Love and his fellow employers in the South, through their 
total domination of the textile communities, and with the assistance 
of oppressive State legislation, the Taft-Hartley Act and the present 
NLRB, can prevent the growth of union organization, then Federal 
action must be a temporary substitute. 
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The textile workers need your help, not only for their own sakes but 
in the best interests of the industry and the Nation. And to provide 
this help the minimum wage must be raised, not merely to 90 cents 
but to $1.2 

In addition, of course, we fully support the position of other union 
spokesmen that the unfair exemptions, which deny the protection of 
the law to millions who need it, should be eliminated. 

Senator Dovetas. Thank you very much, Mr. Pollock. 

This statement of yours, Mr. Barkin, will be included. 

(The material furnished by Mr. Barkin i is as follows :) 


STATEMENT OF THE TEXTILE WorRKERS UNION OF AMERICA, CIO, IN THE 
NEGOTIATIONS WITH THE FALL River-NEW Beprorp EMPLOYERS’ Group 


The request for a wage reduction by the members of the Fall River-New Bed- 
ford Textile Manufacturers Negotiating Group has no justification in fact. It 
is an undeserved rebuke to the cooperation extended by the employees of these 
mills during the last several years, to their acceptance of work assignment 
changes making these mills competitive with the most advanced mills in the 
industry and to the aid they gave the mills to overcome the damage done by the 
hurricanes. 

This proposal is made in face of the fact that the cotton-textile workers are 
now receiving no higher earnings than in 1950, except for a 3-cent cost-of-living 
add-on. Workers in American manufacturing industries as a whole have en- 
jayed increases in average hourly earnings of 38.5 cents per hour since 1950. 
No improvements in fringe benefits have been received since early 1951, although 
workers in other industries have succeeded in obtaining varied improvements 
in insurance benefits, pensions, holidays with pay, and are now negotiating for 
additional wage increases and a guaranteed annual wage. 

This request for a 10-cent wage reduction is made at a time when these com- 
panies have generally been reporting profitable operations and when the union 
has waived demands upon them. It is an act of betrayal of the employees for 
their cooperation and a total disregard for the equities in the situation. 

Wages have been significantly increased in other industries since 1950. An 
enumeration of just the across-the-board increases, quite independently of the 
special allowances for inequities, stands in striking contrast with the lot of the 
cotton-rayon workers. We had an increase averaging 81% cents in 1951, but an 
arbitrator ordered it withdrawn in 1952. In 1953, and again in 1954, no wage 
or fringe benefit changes were made. 

But what has happened in the automobile industry? A 42-cent across-the- 
board increase plus other gains; in the aluminum industry, 50.25 cents, plus 
other gains; in the aircraft industry, 52 cents, plus other gains; in the bituminous 
coal industry, 52.5 cents, plus other gains; in the electrical industry, 45.5 cents 
plus other gains; in the farm equipment industry, 44 cents, plus other gains; 
in the meat-packing industry, 41.3 cents, plus other gains; in the rubber industry, 
45 cents, plus other gains; in the steel industry, 38.5 cents, plus other gains; in 
the shipbuilding industry, 52.5 cents, plus other gains. 

The employers’ group is demanding irreparable sacrifices of their employees. 
They are proposing to cut the existing wage standards, already much below that 
prevailing in American industry. The straight-time hourly earnings of these 
cotton-rayon workers is $1.30 per hour. The average hourly earnings for all 
manufacturing workers in February 1955 was $1.85; for all durable goods manu- 
facturing workers, $1.96; for nondurable goods manufacturing workers $1.68. 

The major contention of the negotiating group is that there is a differential 
between its mills and those in the South. The figures they use are wrong, and 
they know it. They are comparing unlike mills. In the report on southern 
average rates, they are including the average rates of yarn mills and mills that 
produce carded fabrics. They are including the lowest paid mills as well as 
those paying the standard southern scales. 

Fortunately, we can set this battle of statistics at rest. The United States 
Bureau of Labor Statistics, which the employer group quotes, provides the 
figures. The employers had these data, but have refused to use them properly. 
The Government’s report shows that the straight-time average hourly earnings 
for fine cotton fabrics mills in New England are $1.31 and for the southeastern 
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States, $1.27. This difference of 4 cents has since been reduced to 3 cents on 
April 1, by the 1-cent reduction in the cost-of-living add-on. 

There is no wage differential of 15 cents as the employer group contends, 
Even the 3 cents difference is an exaggeration of the wage disparity between 
northern and southern fine goods mills. None now exists. The only difference 
is that which normally obtains among mills with varying amounts of fancy work. 
Since there is a greater amount of fancy work in northern mills, more use of 
higher paid employees is required and the average should therefore be slightly 
higher. 

In seeking to depress northern cotton-rayon workers’ standards below those 
prevailing among competitive southern fine goods mills, the employers’ group 
is asking these employees to live at standards below those in the South. 

Self-respecting Americans aspire to level up to the standards of the better 
paid. We are taught to work hard for such improvements. We are taught to 
insist upon our rights to advances. We are taught that higher productivity 
should be translated into better living conditions. These maxims are being 
denied by the employers. 

Workers have banded together in trade unions to realize these aspirations. 
ae have succeeded. The employers’ group wants to reverse the trend and take 

yay not only what we have, but also depress conditions below those prevailing 
in > cunipetaties areas. We must reject such an outmoded approach to the prob- 
lems of labor-management relations. 

We believe that the employers’ problems, if there are any, are completely 
soluble within the framework of the current agreement. We have shown our 
willingness to cooperate in the solution of mutual problems. The contract 
guarantees the company the right to take to arbitration any issue on which we 
disagree so that even if we may be apart on some issues, they can be resolved 
equitably. The success of these mills is assured. The new problems can be met. 
We invite the employers to withdraw their proposals. 

Inasmuch as we are dealing with a specific group of mills it becomes fitting 
for us to talk directly about the employees’ earnings in these mills and to com- 
pare them with specific southern mills. In the first column below are straight- 
time average hourly earnings for the subject mills as reported by the employers 
in 1951, brought up to date by the addition of the three cents cost-of-living add-on. 


In the second column are the average hourly earnings for comparable southern 
mills: 
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An examination of the above indicates clearly that even the average overall 
difference reported by the United States Bureau of Labor Statistics distorts 
the facts, for we can properly report that there is no difference in average 
earnings among comparable mills. 

The second major employer contention relates to the difference in their 
package of fringe benefits and those furnished by the southern mills. Here 
again, they have been less than candid with their own group, the public and the 
employees. They have omitted types of benefits received by employees of 
southern mills and costs which northern mills do not have, which offset such 
differences in cost as they have selected to dwell upon. 
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Let us first discuss the items which they have omitted and then turn to the 
specific differences which they contend add another 8-9 cents to their differential. 
None of the northern cotton-rayon mills have pension plans for their production 
employees, although some have pension programs for their executives. In con- 
trast, the same Bureau of Labor Statistics report to which they refer indicates 
that 43 percent of the employees in southern fine goods mills are covered by 
pension programs. An independent survey by the union of publicly announced 
pension programs for production workers indicates that 181 southern plants, 
employing 163,0000 workers, have such pension plans. These include such com- 
panies as Dan River Mills, Fieldcrest, Reeves, Collins and Aikman, Kendall, 
Abney Mills, Chicopee, Springs, Bibb, Calloway, and Coats & Clark. The cost 
of these programs vary, but they usually run around 4-6 cents per hour. 

A second factor of cost which redounds to the benefits of tens, if not hundreds 
of thousands of southern workers is their company-furnished homes. These 
accommodations are usually furnished to the employees at rates varying from 
50 cents to $1.50 per room per week. Contrast that with a cost of a worker’s 
apartment in Fall River and New Bedford of $2.50 per room per week. In such 
cases, the employer shoulders all costs of maintenance, care and repair. He is 
also likely to provide some of the household services. In addition, in hundreds 
of southern mills, the company has to meet various village costs, including 
police, fire, education, church, health and other local services. Where they do 
not cover the direct cost, they are called upon to provide a substantial part 
of the charges. These contribute to their cost of operations, ranging from 1 cent 
to many cents per hour. The most recent surveys show an average mill cost 
for village upkeep, street paving, public schools and churches of $180,000 per 
annum per mill. 

Even if the group’s estimates of the differences in cost were correct, these two 
items in themselves would balance off the additional fringe costs claimed by 
the employers’ group. 

As for the individual items to which the employers’ group refers, we may 
point out that they have selected the benefits being paid in one mill and have 
demanded that the Fall River-New Bedford workers meet this pattern. They 
have overlooked the fact that the average hourly earnings at this mill exceed 
the average in the Fall River-New Bedford negotiating group as a whole 

But let us consider the individual benefits. As for vacations, the major 
complaint relates to the payment of 3 percent of earnings after 3 years of service. 
Besides being a common practice in most American industries, there are southern 
mills which pay these benefits. Moreover, one large chain with mills in New 
England provides 5 percent vacation pay for employees with 15 years’ service or 
more. 

As for holidays with pay, there are southern cotton mills under contract with 
TWUOUA providing six holidays with pay. 

As for the insurance program, there are comparable programs in southern 
mills and in some union contracts the program even extends to dependents 
which it does not in Fall River-New Bedford. The current benefits are rather 
nominal and hardly cover the charges now prevailing in these communities. The 
weekly disability benefit is only $22.50; the daily hospitalization allowance is 
only $8; the allowance for extra hospitalization fees is only $80; the surgical 
benefits have a $200 ceiling; and the prepayment system for doctor visits is $2 
for office and $3 for home visits but are surrounded by so many qualifications 
that few persons actually benefit therefrom. The cost of the latter is less than 
two-tenths of 1 cent per hour. 

The retirement separation pay is a nominal cost which is granted only to 
employees attaining 65 years who have 15 or more years of service. The benefit 
is limited to a maximum of 20 weeks’ pay. The annual cost is estimated at two- 
thirds of a cent and should have been amortized years ago. We believe this 
is a nominal reward for long service. Moreover, it stands out in sharp contrast 
to the more liberal rewards paid in southern mills under formal pension pro- 
grams. The Bureau of Labor Statistics, we have noted, reports 43 percent 
of the employees in southern fine goods mills enjoy the protection of formal 
pension programs. 

As for the demand for the reduction of third shift premium from 7 to 
5 cents, we may note that the actual cost of the third shift differential in south- 
ern mills is higher than in Fall River-New Bedford since a large proportion of 
their employees are on the third shift. While 15.5 percent of the New England 
fine goods employees are reported on third shift, the proportion in the South is 
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24.1 percent, so that the actual cost of the third shift premium to southern 
mills is greater than the cost in New England. 

We have already noted that even though the southern mills do not have an 
escalator provision, unionized southern mills tend to have average hourly earn- 
ings which meet or exceed those paid by the northern cotton mills. We see no 
justification, therefore, for the elimination of the escalator since the overall 
effect of the two wage systems produces comparable plant averages. 

In this entire discussion, the employers have presented their case completely 
unmindful of the fact that they are now running profitably. Berkshire Fine 
Spinning Associates reported profits for the year ending September 1954 of 
$2,153,000 before taxes, and $1,033,000 after taxes. For the last quarter of the 
year, it reported profits of $211,379 before taxes, and $104,000 after taxes. Hath- 
away Manufacturing Co., which has since merged with Berkshire Fine Spinning 
Associates, lost money for the year ending September 1954. Its net loss from 
operations, hurricane damage and after tax refunds amounted to $127,000 but 
during the final quarter of the year it reported a profit of $227,000 before taxes 
and $107,000 after taxes. In announcing the new merger, the company an- 
nounced that “the combined company will be better equipped than either of the 
constituents to meet more effectively the challenge of the highly competitive 
textile industry and to diversify its products.” 

Border City Manufacturing Co., reported a loss of $167,000 for the year ending 
September 1954 but in its statement it declares that “the outlook for the first 
quarter ending December 31, 1954 is somewhat encouraging * * *. The future 
is more hopeful than at any time during the past 2 years.” 

Bourne Mills reported a profit of $240,000 before taxes for the year 1954. 

Sagamore Manufacturing Co. showed a profit for 1954 of $168,361. 

We cannot conclude this discussion without making reference to the report 
of the meeting last weekend of the American Cotton Manufacturers Institute. 
The Wall Street Journal reports that the consensus of the delegates was that the 
two most profitable companies in the industry were Bates Manufacturing Co. and 
Lowenstein & Co. The first is located entirely in New England and the second 
has 1 mill in New Bedford. 

At a time when retail sales are soaring and optimism pervades the entire textile 
market, when the garment industries are active and manufacturing operations 
are rising and the needs for textiles are increasing, it appears a most inappro- 
priate time to “sing the blues” and to demand sacrifices on the part of the 
workers. 

The fact is that operations have been improving and the business outlook is 
most favorable. 

The companies have proposed changes in the workload provisions which are 
designed to eliminate the union’s right to review the sweeping changes which 
they might propose and to disregard seniority in the assignment of workers 
to new machines. The record is quite clear. The union has cooperated with 
management and the workers have assented to work assignment changes despite 
the fact that most such agreements meant not only a higher task for individual 
workers but also the displacement of numbers of other workers because of the 
higher machine assignments. In each mill significant work assignment changes 
have occurred resulting in the displacement, during the last year, of fifty to one 
hundred people. These have substantially reduced costs. They have made the 
companies competitive with the most efficient southern mills. Now these man- 
agements want not only the lower costs achieved through improved efficiency but 
demand an additional pound of flesh in a straight reduction in wages. 

We think it is important to note that in a recent study by the Bureau of 
Labor Statistics on manhour requirements in the production of combed broad- 
cloth and voile, the mill in the study with the lowest manhour requirements, 
in other words the most efficient mill, was a northern one. 

The current management proposals are unjustified in fact and are derived 
from an inadequate study of existing conditions. The textile industry is a com- 
petitive one, but such competition should not be conducted at the workers’ 
expense. If management has operating problems, we stand ready to help meet 
them and solve them. They should not seek the obsolete and intolerable way 
of meeting their challenges by depressing worker standards. No other industry 
has turned to this procedure. We do not believe that the employers in the cotton- 
rayon industry should seek this alternative. Their ingenuity and our cooper- 
ation can solve any problems they have to meet. 

We urge the employers to withdraw their proposals, renew the contract and 
maintain the era of constructive collective bargaining which we have conducted 
for many years. 
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TEexTILE INDUSTRY PROBLEMS 


RESOLUTION ADOPTED AT 16TH CONVENTION OF THE CONGRESS OF INDUSTRIAL 
ORGANIZATIONS, LOS ANGELES, CALIFORNIA DECEMBER 6-10, 1954 


The textile industry preceded the rest of the American economy in the descent 
to mass unemployment and suffering. Today some 300,000 textile workers are 
idle, more than 50,000 as a result of permanent mill closings during the last 2 
years. Several hundred thousand are working part time. Employment is less 
than in 1932. Thousands have exhausted unemployment compensation benefits 
and have been forced onto local relief rolls. The depression in the industry has 
caused widespread hardship in textile communities throughout the country. 

The plight of the industry is due to the failure of managements to fulfill their 
responsibilities to their customers and workers. Fabric and apparel design has 
not kept pace with the changing living habits of American consumers. Instead 
of fashioning materials to whet the appetites of the new surbanites, the mills 
have continued to produce fabrics designed for more formal urban living. 
There is a dearth of fabric and apparel designs suitable for this era of the long, 
casual week-end, backyard sports, TV-viewing and the home workshop. Ex- 
penditures on advertising and sales promotion have been woefully inadequate. 
Research is needed on the potentialities of textiles for new industrial applications 
as well as for expansion of old uses. 

Consumer per capita expenditures on apparel have not increased in proportion 
to the rise in total consumer spending because the textile industry has not moved 
to maintain its position in the consumer market. Employers have resigned 
themselves to shrinking the industry’s capacity without consideration for their 
public responsibilities. Some have carried their irresponsibility to the point 
of capitalizing on tax loopholes and local government subsidies to reap financial 
gain by closing their plants. The welfare of the workers and the community 
has been ignored in the ruthless drive of a few men to profit from the low tax 
rate applicable to gains from the sale of capital assets. Other have exploited 
the industry-hungry towns which used their tax-exempt authority to float munici- 
pal bonds to pay for new plants and equipment. 

Many companies were forced out of business because of their failure to 
reinvest the excessive profit earned during previous boom periods. Others 
were unable to compete in a “buyers market’ because they lacked enterprising 
management. Their inability to keep pace with new methods, style changes 
and merchandising developments made their demise inevitable. 

In contrast, there are many companies whose efficiency and superior mer- 
chandising have continued to yield profitable financial returns. Corporations 
with strong financial backing have grown through the acquisition of additional 
plants. These mergers and acquisitions have resulted in an unprecedented 
eoncentration of control in the industry. Some 50 textile giants control half of 
the industry’s basic capacity. 

Rapid improvements in textile technology have added to the workers’ problems 
by reducing the amount of labor required per unit of production. Management 
has taken advantage of these developments to extend work assignments in- 
ordinately and has refused to share the gains from increasing productivity. 
Man-hour productivity has risen at the annual rate of 4.5 percent since 1946 
with a total cumulative rise of 36 percent. Combined with a declining total 
production to an annual rate of 12.7 billion yards from a rate of 14.76 billion 
yards at the end of 1950, these developments have permanently eliminated 
thousands of textile jobs. 

Imports of textiles, including woolen and worsteds, cordage and twine, fine 
cottons, silk scarves and others, have increased markedly and have accentuated 
the problems of the industry. In the woolen and worsted branch the impact of 
imports has been most severe because of the shrinking American market and the 
concentration of foreign exporters of lightweight fabrics for this country. 

The Federal Government has abdicated its responsibilities in the textile field. 
The defense manpower policy which authorized allocation of some Government 
orders to areas of high unemployment has been scuttled. The protection prom- 
ised by the Walsh-Healey Public Contracts Act to employers with decent wage 
scales in bidding for Government contracts has been wiped out by the Fulbright 
Amendment which authorizes court action to prevent minimum wage regulations 
from being put into effect. Increases in the minimum wage for work on public 
contracts, from $0.87 to $1 in cotton-rayon and from $1.05 to $1.20 in woolen and 
worsted, have been blocked by such litigation. The Government has refused 
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to implement a provision of the tariff agreement which authorizes higher rates 
to protect the woolen and worsted industry from growing imports. On the 
other hand the Government maintains a duty on raw woo! which adds to the cost 
of wool products without protecting the wool farmer. 

It also supports an artificially high price for cotton which results in the 
accumulation of a huge cotton surplus and prevents the consumer from enjoying 
the benefits of lower cotton cost: Now, therefore, 

Be it resolved, 1. We call upon the Federal Government to take affirmative 
action to stem the tide of depression in the textile industry: 

(a) An agency should be set up by Congress to represent the textile industry, 
labor and the public for the purpose of enforcing a basic 35-hour work week in 
the industry at 40 hours’ pay. The agency should be empowered in periods of 
distress to limit machine operations to two shifts per day. 

(b) A program of stockpiling needed military fabrics should be created now 
so that production orders can be released immediately. 

(c) American textiles should be used in the same fashion as surplus food and 
coal for the relief of needy nations overseas. In similar fashion, textiles should 
be distributed to needy Americans as surplus food is now distributed. 

(ad) Contracts should be negotiated with mills in distressed manpower areas 
to reemploy the unemployed. 

(e) A systematic investigation should be undertaken of ways to broaden 
the use of wool fibers as well as cotton. The Department of Agriculture 
should provide leadership in establishing a wool fabric “library” to stimulate 
new design and aggressive merchandising. 

(f) Industrial expansion programs must be revised to locate new plants in 
areas where surplus manpower is available. 

2. We support the proposal of the House Ways and Means Committee to 
disallow, for tax purposes, the deduction of rent from taxable income by in- 
dustrial companies which lease plants built from the proceeds of municipal 
bond issues. This action would be a suitable first step in eliminating State and 
local tax exemptions and other subsidies to private enterprise. 

3. All profits and capital gains resulting from the liquidation of mills should 
be taxed at a special rate of 25 percent and the proceeds used to finance local 


development programs, to aid workers to adjust themselves and to set up 
public works and the development of local resources and facilities. 

4. We call upon the Senate Committee on Labor and Education to look into 
the use of capital gains taxes, local subsidies and corporate mergers as stimuli 
to the liquidation of business enterprises. 

5. The Federal Government should provide a research organization for study- 
ing methods of broadening the markets for textile fabrics. 


SUPPLEMENTARY STATEMENT BY TEXTILE WORKERS UNION OF AMERICA BY SOLOMON 
BARKIN, DIRECTOR OF RESEARCH 


We textile workers appear before you to appeal for the enactment of the 
$1.25 minimum under the Fair Labor Standards Act, with a special plea for 
urgency and a claim to this minimum to assure equal and just economic treat- 
ment to a group which has been generally discriminated against. We hope that 
the coverage will be extended to include provisions for covering workers of 
enterprises affecting interstate commerce and that exemptions now contained 
in the act from the minimum wage and maximum hour rules be eliminated. 

The raising of the minimum wage is essential to the correction of the economic 
evils which now pervade the industry. Textile workers have not enjoyed im- 
provements in wages or fringe benefits since 1951, despite the sweeping gains 
in other industries. The average hourly earnings for the entire textile industry 
were $1.32 in January 1951 and $1.37 in February 1955. This contrasts with 
the sharp increases which have taken place in other industries. During this 
period, the average hourly earnings of all manufacturing workers rose by 30 
cents per hour. They have also achieved many additions to their fringe benefits, 
such as more holidays, better insurance protection, improved pension programs, 
and they are now moving for guaranteed annual wages. 

We are as entitled to the above improvements as the workers in other indus- 
tries. In fact, we are particularly justified in claiming these benefits since the 
rate of technological improvements in our industry has created an annual rate 
of rise of productivity of 5 percent in recent years in contrast to a general rate 
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of 3% percent. Workers in other industries have been able to claim improve- 
ments in wages on the basis of increases in national productivity, effected in 
part by the higher rate experienced in our industry with some benefit from 
electronic developments, but without any significant use of automated equip- 
ment. But we have not received any benefits. 

Not only have we not enjoyed gains, but the very rapid rise in productivity 
has sharply reduced our employment. Total output has decreased. If we com- 
pare the yardage produced in 1950 with that in 1954, we find that there was a 
decline of 6 percent, or SOS million yards. Together with the spectacular rise 
in productivity, this has enabled the yarn and weaving industry to curtail its 
employment between the 2 years by 143,000 persons, or 20 percent. In the basic- 
textile industry there have been 407 mills closed in the past 5 years, throwing 
120,000 persons out of jobs permanently. Entire communities have been left 
stranded by the ghost buildings which now hover in their midst. The higher 
productivity has, therefore, meant misery and displacement, losses of jobs and 
closed mills, not increases in employment or higher wages. These are shabby 
rewards for the textile workers. 

In the entire industry we are faced, not only with technological displacement 
through the innovation of new machinery, but also with improved operating 
conditions effected through better controls, more economic layouts, telescoping 
of operations, and demands for higher work assignments. Each of these changes 
means that the individual worker is handling more machines and turning out 
more product. The result is not only displacement of workers but also higher 
productivity for each of the remaning workers. The logic of this situation dic- 
tates higher wages, but the workers in the industry have not been so rewarded. 
In fact, there have been wage cuts in isolated areas and a number of employers 
have taken advantage of the situation to continue to pay low wages. Their ac- 
climation to the payment of low wages has dulled them to the prevailing Amer- 
ican philosophy of high productivity and high wages. They are still rooted 
in the philisophy of the outmoded businessman who wants to make his profits 
out of the sweat of the worker. Instead of sharing the benefits, they are 
garnering them entirely themselves, or passing a portion on to the consumer in 
lower prices. But the worker has received none of them. 

One reprehensible aspect of the plight of the textile worker is that the em- 
ployers’ resistance to wage increases and improvements flows from a deliberate 
employers’ conspiracy to halt the spread of unionism and to destroy organiza- 
tion in the organized sectors of the industry. As you know, this industry was 
traditionally known as a highly competitive one, with thousands of companies 
and plants spread throughout the industry. The result was intense competition 
among producers who were mulcted by the New York City selling houses. The 
producers’ dependence on selling houses had frustrated previous efforts to in- 
crease wages through independent collective bargaining. 

During the period from 1946 through 1950, during which era the first major 
textile merger movement was experienced, the vast new powers within the in- 
dustry were gaining their strength. They were so absorbed in their own growth 
process and were making so much money that they yielded to the union pressures 
for higher wages. We then had our first experience with wage levels being 
set through collective bargaining. 

This era came to an end in the spring of 1951. The southern textile giants 
had consolidated their powers and were determined to break the unions and 
their success in leveraging wage increases in the industry. They forced a strike 
upon the union when they resisted increases in wages equal to those success- 
fully negotiated with the northern textile employers. But their fight then was 
more than a determination to stop wage increases. It was a confirmed desire 
to stop unionism in its tracks. They forced a 4 weeks’ strike which was ended 
at the request of the United States Conciliation Services by a board of inquiry. 
This board never effected any conciliation. The workers maintained their union 
but never succeeded in getting the desired increases. They stood steadfast, 
but’ we were unable to effect the needed wage improvements in the southern 
textile mills. This resulted in the undermining of the security of the 1951 
wage increases in the northern textile mills. As a consequence, through a series 
of arbitration decisions, the 1951 wage increases were canceled. We are at- 
taching herewith, as exhibit I, the 1952 decision in the case of the Fall River- 
New Bedford Association, to illustrate how union standards effected in the 
North were reduced by arbitration decisions because of the unwillingness of 
the southern textile giants to follow up on economic standards which the north- 
ern mills accepted through collective bargaining. 
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This determination to resist trade unionism, collective bargaining and wage 
increases is no empty concept conjured up by the Textile Workers Union of 
America. We have already presented voluminous testimony before congressional 
groups on how the operation of the Taft-Hartley Act has strengthened the em- 
ployers’ ability to destroy unions. A most recent expression of this point of view 
is contained in a speech by Mr. J. Spencer Love, president of the Burlington 
Industries, Inc., on March 24, 1955, before the Spartanburg, 8. C., Chamber of 
Commerce. He expressed his disapproval of textile trade unionism which he 
has vigorously fought over the years. He declared that “it has always seemed 
to me fair to make such generally applicable basic progress (in minimum wages, 
shorter hours, elimination of child labor, learner pay, social security, workmen's 
compensation, and the like) through legislation, which is fair to everyone in 
that it applies to everyone rather than through stirring up strife within selected 
companies in the industry, such as the unions have indulged in.” 

This deliberate program of weakening unions, fighting them where workers are 
attempting to organize and resisting increases so that the organized shops may 
ultimately be forced through arbitration or economic necessity to yield their spe- 
cial gains because the industrial giants refused to share their prosperity and 
gains with the workers, makes it all the more important that the worker enjoy 
some of the benefits through the medium of legislation. 


THE TEXTILE INDUSTRY IS A MODERN INDUSTRY 


In the face of the above employer attitudes, we must resort to legislation. 
Unlike 10 years ago, the industry no longer is composed of small, independent 
companies. It is a congery of giants with accumulated vast powers. The great 
profits during the war and early post-war years spurred many on to buy the 
independent mills. During the last 3 years a new move has been under way. 
The result is that, as of March 1955, 43 interests in the spinning, weaving and 
finishing industry own some 507 plants employing some 345,550 persons out of 
a total of 656,000 production workers in the industry. Ten of these interests 
have large holdings in other branches of the textile industry and own companies 
outside the industry (table 1). They have used their might to fasten greater 
and greater control over our economy. 

The ruling managements have made fabulous profits through these merger 
operations, often at the expense of the Federal Treasury, and have closed mills 
and displaced workers without any consideration for the individuals, their 
long service to the plants, and to the communities in which these mills have been 
located. The managements have used every clever tax device available to secure 
profits through these merger operations. Currently, the gimmick is the carry- 
back and carry-forward provisions which provide an incentive to the speculative 
managements to buy plants with registered losses and then use their tax credits 
to offset profits they earn in other operations. 

Not only do we now have industrial giants dominating the scene, but the very 
structure is more like that* of other industries. The companies tend to be 
vertically integrated in that they make their yarns, and in some cases, own 
synthetic fiber plants. They manufacture their fabrics and own their own finish- 
ing plants. They operate their own sales organizations, and in some instances, 
manufacture final consumer products. In addition, several of them have or- 
ganized or acquired factoring companies with which to finance their customers. 

Their central organizations are built on the same prototypes which prevail 
in the large mass-production industries. Large finance organizations, experi- 
mental and testing departments, centralized engineering, purchasing and selling 
units, proliferate throughout the industry. Central cost units check on plant 
efficiencies. Their public relations work compares with that of large corporations 
in other industries. They are utilizing the high tax exemption for charitable 
work to build their influence in the civic, educational, and public institutions in 
the areas in which they are located. 

They have not been remiss in spending money to modernize their plants and 
improve plant management. The technology has undergone a veritable revolu- 
tion since World War II and the large companies are keeping abreast of all these 
changes. During this period, some $4 billion has been spent by the industry for 
new plant and equipment, primarily the latter. The old type organization and 
methods of production are now rarely found. Most companies have introduced 
the newest equipment. It may truly be said that these new machines are so 
much more efficient that no wage differential can overcome the savings which 
they effect. 
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What is equally obvious from a study of the financial reports furnished by 
these companies to the Securities and Exchange Commission is that the salaries, 
pension benefits and stock options granted their executives also tend to be 
generous and take on all the characteristics of the level of reward prevailing in 
these other industries (table 2). We have openly challenged management to 
the major test as to why the rule of equal rewards should not also be applied 
to the workers. 

Profits in the industry have also been handsome among these companies. 
These show that the failure to pay wage increases stems not from an inability to 
pay but rather from a determination to resist unions and reject all efforts to 
share the profits and their benefits with the worker (table 3). 


COMPETITION IMPEDED NEEDED WAGE ADJUSTMENTS 


The textile industry is one which traditionally has been characterized by keen 
price competition. Despite the rise of the textile giants, it has not freed itself 
of many of these characteristics. First, the giants have not completely coalesced 
their market powers. Second, they have often played the market to buy lower 
priced merchandise from independent mills to enable them to maximize profits. 
Third, they have usually held the prices at the levels of their own efficient mills. 
Moreover, these companies are shifting to a greater extent into specialty prod- 
ucts where they are better able to control prices. 

The power which these companies exercise has, of course, placed competitive 
pressure on mills which have higher rates of pay. The prevailing wage level at 
the major plants in the South provides for a $1.035 minimum with a plant 
average of $1.28 to $1.38 per hour. 

As we have already indicated, the maintenance of this wage level has induced 
arbitrators to sanction the northern employers’ demands for a wage cut. 

The process of erosion of union wage standards has been marked in the full- 
fashioned hosiery industry. The result is that earnings in the northern sector 
continued to decline for several years. An average of $1.66 (in May 1951) has 
now been reduced to $1.48. At the same time, employment has also shrunk in 
the northern sector. 

The highly competitive nature of the men’s and children’s seamless hosiery 
industry has produced the same condition. It is a highly modern industry, 
but it is characterized by a considerable volume of over-capacity. The result 
has been that competition for the available volume and the highly seasonal 
character of demand have weighted the scales toward keeping wages low. The 
woolen and worsted industry was able to maintain its higher wage levels for 
many years until synthetic products became real competition. These new items 
are being produced in mills which pay slightly higher than the cotton-rayon 
southern wage schedules. The consequence was that woolen and worsted em- 
ployers have pressured for wage reductions. In 1954, an arbitrator awarded a 
wage reduction which started the wave in that industry. 

The same situation may be said to exist in the knitted underwear industry 
where the predominance of southern and Pennsylvania mills has tied the wages 
in this industry to their low level. 

The competitive nature and the strong influence exerted by the nonunion in- 


dustrial giants have inhibited significant advances in labor standards during the 
last few years. 


GOVERN MENT HAS, IN THE PAST, SET THE WAGE PATTERNS FOR THE TEXTILE INDUSTRY 


Governmental action to establish floors in the textile industry is a well-known 
page in American industrial history. The textile industry was rescued from the 
deep morass into which it had sunk during the depression by the National In- 
dustrial Recovery Act. The employers then had attempted to stabilize the 
industry through their own efforts and had failed. They voluntarily joined to 
support the NRA, to secure stability by setting a wage floor, fixing a 40-hour 
week, and prescribing a maximum two-shift operation. Code No. 1 was the 
cotton textile code. Similar action was followed when the Fair Labor Standards 
Act was passed. The 25-cent minimum became effective and corrected some of 
the worst defections from NIRA standards. Industry committee No. 1 con- 
sidered the establishment of a higher minimum and recommended 32.5 cents. 
In spite of dire predictions, the industry absorbed the new minimum and in- 
creased employment. 

The cotton textile industry was required to raise its minimum rate by order 
of the Wage and Hour Administrator to 37.5 cents in July 1941. In October, asa 
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result of collective bargaining, the industry voluntarily raised the minimum to 
40 cents, which was reinforced by an order under the Fair Labor Standards Act 
in 1942. 

In the meantime, the war stimulated independent action through collective 
bargaining. By a decision of the War Labor Board, a 7.5-cent increase was 
awarded, which was accepted by the industry as a whole, so that the minimum 
became 47.5 cents. Again, in 1945, the Board, using the textile cases as a basis 
for determining its “substandard wage” policy, ordered a 55-cent minimum, which 
again was accepted by the industry as a whole even though the specific Board 
order affected only a handful of mills with whom the union had a dispute. In 
1946, the union negotiated a 10-cent per hour increase which was approved by the 
National Wage Stabilization Board under its substandard wage doctrine. Once 
more, although the union negotiations related only to a handful of mills, the 
industry as a whole accepted the Board’s finding as a mandate, particularly since 
price relief was tied into the approval. 

The above chapter in the history of recent textile wage movements indicates 
how collective bargaining was able to build upon the existing instrumentalities 
of Government to provide leadership for wages. From 1940 to 1946, the union- 
negotiated agreements set the pattern. When approved by a governmental 
agency, it became the pattern widely adopted without the need of legislation. 

After 1946, we experienced another important episode in our wage history. 
We secured a number of wage increases through collective bargaining which 
were not approved by the Government or supported by a Government edict. It 
was a period of great profits and consolidation among mills in the industry into 
the industrial giants. They accepted the union pattern. 

In 1948, the Secretary of Labor, with the tacit consent of the industry, approved 
an 87-cent minimum wage for the industry under the Walsh-Healey Public Con- 
tracts Act which conformed to the southern minimum at the time the northern 
minimum was 88 cents. This action was helpful in reinforcing the terms of the 
collective bargaining contracts. In 1949, the Wage and Hour and Public Con- 
tracts Administrator approved $1.05 minimum for the woolen and worsted in- 
dustry, which was the prevailing union minimum at that time. 

With this success in obtaining governmental support for minimum rates nego- 
tiated through collective bargaining, the union sector proceeded with confidence 
to negotiate further increases in 1950. However, it was then that the real oppo- 
sition began, as outlined above. The increases obtained in the northern sector 
in February 1951, although approved with slight modifications by the Wage 
Stabilization Board, were never accepted by the South. The gains were later lost 
through arbitrators’ decisions. At this very moment, some northern cotton-rayon 
employers are seeking additional wage reductions. 

The significant fact is that over a period of 17 years, the textile industry has 
enjoyed the benefits of Government action, either to raise the minimum wage 
directly or to provide a floor for the minimum and wage structure developed 
through collective bargainihg. During the period from 1942 through 1950, the 
Government helped create an atmosphere favorable to voluntary action through 
collective bargaining. The underpinning provided by law was helpful in that 
it provided protection from the unconscionable fringe which constantly seeks to 
undereut the prevailing wage structure. 

This protection no longer exists. The Federal minimum is 75 cents, which is 
far below the prevailing wages. The action of the Secretary of Labor in promul- 
gating a prevailing minimum wage of $1 for the textile industry has been frus- 
trated by the court action undertaken by southern textile employers under the 
Fulbright amendment to the Walsh-Healey Act. The Secretary of Labor has 
promulgated a $1.20 minimum for the woolen and worsted industry, but such 
action was frustrated by court proceedings made possible by the Fulbright 
amendment. We are submitting as exhibit II an outline of the ways in which 
the safeguards of labor standards have been destroyed by the Fulbright 
amendment. 


EMPLOYERS LOOK TO GOVERNMENT TO SET UNIFORM WAGE FLOOR 


It is significant that Mr. J. Spencer Love, president of the largest textile chain 
in the country, came out in support of a higher Federal minimum wage in the 
Spartanburg, S. C., speech referred to above. He had the following to say on this 
subject : 

“Tt has been legislation which has set fair minimum wages (in the textile in- 
dustry) ; and higher minimums are being considered in Washington today. The 
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90-cent minimum hourly wage proposed by President Eisenhower is, I believe, 
being supported by the majority of leaders in the textile industry.” 

On January 12, 1955, Mr. Love indicated why he favored the 90-cent minimum, 
as follows: 

“By far a vast majority in the industry is paying above this level and it should 
not seriously hurt those firms that are below it to raise their scales. * * * These 
are submarginal mills” (Daily News Record, January 13, 1955). 

However, he omitted the fact that the minimum wages in the textile mills 
operated by Burlington Industries, Inc., are over $1 per hour, probably at $1.035, 
the minimum in southern union mills, and consequently, that a Federal minimum 
of 90 cents would have no direct effect on wages in this chain of mills. 

Other textile employers have spoken in support of minimum wages from $1 to 
$1.25. The Northern Textile Association, representing the cotton and synthetic 
mills in New England, have supported the proposal of the Secretary of Labor 
to adopt a $1 minimum under the Walsh-Healey Act. Mr. Winfield Schuster, 
president of Hayward-Schuster Woolen Mills, East Douglas, Mass., has peti- 
tioned in Federal court to appear in defense of the Secretary of Labor’s proposal 
to adopt a $1.20 minimum for woolen and worsted mills under the Walsh-Healey 
Act. Many other employers share in the conviction that the establishment of a 
realistic minimum wage would be beneficial to the textile employers as well as 
to the industry’s workers. We know that many have spoken and written to their 
Congressmen and Senators on this subject. 


EQUITY DEMANDS HIGHER MINIMUM WAGE FOR TEXTILE WORKERS 


The 75-cent minimum is clearly obsolete. The Secretary of Labor has found 
that the prevailing minimum wage in the cotton and synthetic spinning, weaving 
and finishing branch of the industry is $1, and in the woolen and worsted branch 
it is $1.20. While the Secretary’s proposed amendments to the minimum wage 
determinations under the Walsh-Healey Act are being disputed in the courts with 
respect to his authority to set a national minimum under the terms of the act, 
there is no question but that his findings of fact with respect to the prevailing 
level of wages are valid. 

In the Secretary’s Notice of Proposed Amendment to the Determination of the 
Prevailing Minimum Wage for the Textile Industry, published in the Federal 
Register on December 11, 1952, he notes the following findings with respect to 
the cotton and synthetic branch of the textile industry : 

“Evidence in the record points particularly to three occupations which are * * * 
generally the lowest paid occupations. These occupations are janitors (exclud- 
ing machinery cleaners) ; battery hands; and hand truckers (including bobbin 
boys). * * * 

“With respect to janitors, table 3A of Government exhibit 20 (Bureau of Labor 
Statistics wage study) shows 9,299 janitors * * * with an average wage of $1 
an hour. * * * Altogether 1,120 establishments either reported janitors or re- 
ported no janitors but gave information as to the lowest established job rate. 
Of these establishments, 562 or 50.2 percent either reported $1 or more as the 
minimum rate for janitors or having no janitors, reported $1 or more as the 
lowest job rate. These 562 establishments employ 52.5 percent of the production 
workers in the industry * * * over two-fifths of the janitors earn from $1 to 
$1.05, vastly more than are found in any other 5-cent interval. 

“From the above it is concluded that $1 an hour represents the prevailing min- 
imum wage for janitorial services in the cotton, silk, and synthetic textile branch 
of the textile industry.” 

Similar findings were made with respect to the two other lowest paid occupa- 
tions, with only 10.6 percent of the battery hands earning under $1 and 26.9 
percent of the hand truckers receiving less than $1. Further, the Secretary found 
that “most of the textile mills in the survey with an established minimum job 
rate reported the rate to be $1 or more.” 

“From all the evidence in the record,” the Secretary said, “I conclude that $1 
an hour is the prevailing minimum wage for the cotton, silk, and synthetic tex- 
tile branch of the textile industry.” 

In the Secretary’s Notice of Proposed Amendment to the Determination of the 
Prevailing Minimum Wage for the Woolen and Worsted Industry, published 
in the Federal Register on January 27, 1953, the Secretary of Labor made the 
following findings : 

“228 establishments, which comprise 49.3 percent of the establishments, em- 
ploying 65.5 percent of the production workers, paid at least 97 percent of their 
workers $1.20 an hour or more. * * * 
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“With respect to (the lowest paid occupations, viz., janitors, battery hands, 
hand truckers, and spinning frame doffers), the majority (of establishments) 
either paid $1.20 or more as the lowest rate for workers in any of these four 
occupations, or having no workers in any of these occupations, reporting $1.20 
or more as the lowest job rate. These establishments employ 61.5 percent of 
tthe production workers in the (woolen and worsted) broad-woven goods, yarn, 
and thread branch of the industry. * * * 

“From all the evidence in the record, therefore, I conclude that $1.20 an hour 
is the prevailing minimum wage for the broad-woven goods, yarn, and thread 
branch of the woolen and worsted industry.” 


COLLECTIVE BARGAINING HAS ESTABLISHED HIGHER MINIMUM WAGES 


The Textile Workers Union of America represents over 300,000 workers in 
all branches of the textile industry in the United States. Through the process 
of collective bargaining we have participated in setting minimum wages in each 
branch of the industry far in excess of the minimum rates established by law or 
administrative action. The following are the union minima in the major indus- 
try branches: 


Southern cotton-synthetics____.___--__~_- Ce tactic tase 8 etapa cake . 085 
New @ingiand cotton-synthetics..............-.............. . O95 
Woolens and worsteds ‘ ed 
Carpets and rugs ; .28 
Synthetic yarns (American Viscose) —---- Mest shabbat sdeotigss . 30 
New England dyeing and finishing . 365 
Middle Atlantic dyeing and finishing . 38 


The enactment of a Federal minimum of $1 or less would have no direct effect 
on the wages of the organized workers in the industry. Indeed, the only branches 
which would be affected by a minimum of less than $1.25 are the cotton-syn- 
thetics and woolens and worsteds branches, both of whose wage-scales have been 
depressed as a result of the anti-union conspiracy of the southern textile giants to 
prevent organization by refusing wage increases. Adoption of a minimum wage 
of $1.25 would undo the damage wrought by this conspiracy and raise wages in 
the cotton-synthetics and woolens and worsteds branches closer to the levels 
achieved in the other organized sectors of the industry. 

It is evident from the findings of the Secreary of Labor in the above-cited 
Walsh-Healey Act determinations and from the minimum wages provided in 
collective bargaining agreements that the large majority of the country’s textile 
workers earn $1 or more per hour. Wage studies just issued by the Bureau of 
Labor Statistics covering the cotton and synthetic textile branches as of Novem- 
ber 1954 reveal that 86 percent of the production workers in cotton mills and 92 
percent in synthetic textile mills are earning $1 or more. The latest BLS 
study of the woolen and worsted industry (for April-May 1952) showed that 98 
percent of the production ‘workers in that branch were earning $1 or more. 
(Wage developments since 1952 have not altered the proportion of workers earn- 
ing $1 or more). 

The proportions of workers in the basic branches of the industry earning $1.10 
or more are as follows: 

Percent 

Cotton textiles 
Synthetic textiles 
Woolen and worsted textiles 
All textiles 

The following proportions are earning $1.25 or more: 
Cotton textiles 
Synthetic textiles 
Woolen and worsted textiles 
All textiles 


These BLS studies tend to overstate the proportion of the below $1 workers 
who would be affected by a change in the Federal minimum since employees who 
are not covered by the minimum (learners, apprentices, handicapped workers, 
and uncovered employees) are included in the wage studies. In addition, the 
exclusion of shift premiums from the earnings data in the BLS studies tends to 
overstate the proportion of the under $1 workers who would be affected by the 
Federal minimum change, since shift premiums are included in the hourly rate 
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for the purpose of determining whether the minimum wage requirements of the 
law are being complied with. 

Wage rates below $1 are confined to pockets of substandard pay which tend to 
undermine union standards. An indication of the nominal size of the low-wage 
fringe is afforded by the Secretary of Labor’s motion to dismiss the injunction 
petitioned by 158 firms under the Walsh-Healey Act against the minimum-wage 
determination of $1 per hour for the textile industry. The Secretary notes that 
“the cases of 143 plaintiffs should be dismissed because the determination has no 
effect, or only a nominal and insubstantial effect on any of them * * * 

“1. It has no effect at all on 87 of the plaintiffs. 

“2. The effect of the determination on 61 of the plaintiffs is only nominal and 

insubstantial.” 
The first category represents firms which either had no government contracts 
in the 1952-53 period or which observed a $1 minimum throughout this period, or 
both. The second group would have had wage deficiencies, had the $1 minimum 
on Government contracts been in effect in 1952 and 1953, of less than one percent 
of their total payrolls for those years. In only 15 of the 61 firms would the 
deficiency have been as much as 0.5 percent. The net result of the exclusion of 
firms because of the lack of effect of the $1 minimum was to leave only 14 of the 
158 plaintiffs with standing to sue for relief. 


COST OF LIVING REQUIRES A HIGHER MINIMUM WAGE 


According to the House Committee on Education and Labor, the minimum of 
75 cents which the Congress adopted in 1949, to be effective in January 1950, was 
“inadequate” when it was enacted. The rise in the cost of living since January 
1950 has made the current minimum doubly obsolete. The Bureau of Labor 
Statistics Consumer Price Index has risen by 14 percent since January 1950, when 
it stood at 100.6 (1947-49=100). In February 1955, the index was 114.3. 

However, the rise seriously understates the increase in living costs for the 
families affected by the minimum wage. A study for the period from 1935 to 
1944 showed that because of the difference in spending patterns between lower- 
income families and those covered by the BLS index, the average increase in 
prices for the former was 40 percent greater than the increase in the BLS index. 
If we allow for a 25-percent margin of difference, the increase in the cost 
of living for substandard workers has been at least 18 percent since January 
1950. 

The cost of living in southern communities in which textile mills are located 
is generally as high as in northern textile communities. The union conducted a 
survey of living costs in 2 communities in the South and 3 in the North in 1944 
(Substandard Conditions of Living, New York, 1944.) We found that for the 
same level of living, based on BLS pricing methods and specifications, the cost 
of the old WPA emergency budget as of January-February 1944 was as follows in 
the five communities surveyed: 


WG. WRBOO ee a Et sR ek Sg as aos $1, 446. 05 
RE, SO a ete 1, 441. 07 
Renee nee a ee oe geo joe 1, 413. 60 
I era I i as Sascha pinot iin ic ge Brabois gene Petts 1, 407. 88 
il aici thik ti ati Rac atin cacti itd ouoenpaingiin 1, 368. 72 


These findings have been confirmed by various BLS studies. 

The inadequacy of the current Federal minimum is evident from a compari- 
son of the annual earnings which it provides with those required to meet the 
cost of any of the budgets which have been compiled by governmental agencies 
to measure the essential needs of workers and their families. 

One level of adequacy is that provided by the city worker’s family budget 
for four persons, calculated by the Bureau of Labor Statistics. It is described 
as providing the “necessary minimum with respect to items included and their 
quantities as determined by prevailing standards of what is needed for health, 
efficiency, nurture of children, social participation and the maintenance of 
self-respect and the respect of others.” This “necessary minimum” was priced 
by the United States Bureau of Labor Statistics for 34 cities in the United 
States in October 1951. The annual cost varied from $3,812 to $4,454 (table 4). 
On the basis of a full work year of 2,000 hours, it would require a minimum 
rate of $1.91 to earn enough to meet the lowest budget figure ($3,812 in New 
Orleans) as of October 1951. Price rises of 2 to 3 percent since that date mean 
that the current hourly earnings needed are approximately $1.95. 
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Another level of minimum adequacy is that provided by the emergency budget 
for a family of four compiled by the Works Progress Administration. It is 
described by WPA as follows: 

“The emergency budget is for an emergency standard, which may be neces- 
sary under depressed conditions * * * It is a direct concession to conditions 
produced by the depression, constructed in recognition of the fact that there 
are circumstances under which families can and do cut costs temporarily with- 
out physical discomfort. Followed over a long period, the practices called for 
in the emergency budget may prove harmful to both health and morale. 

“The emergency level (which is below the maintenance level which repre- 
sents normal or average minimum requirements for industrial, service, and other 
manual workers) takes into account certain economies which may be made 
under depressed conditions * * * The emergency level allows more exclusively, 
though not entirely, for material wants (in contrast to maintenance level 
which ‘also gives some consideration to psychological values’), but it might 
be questioned on the grounds of health hazards if families had to live at this 
level for a considerable period of time.” The above description of the emer- 
gency budget by those who constructed it indicates the dangerously low level 
at which it is set. There can be no dispute that workers whose earnings do 
not allow this standard are definitely predestined to poverty and substandards 
of living. 

The annual cost of this budget on the basis of February 1955 prices would 
be $2,430; it would require a minimum of $1.22 for a worker working 2,000 
hours a year to meet the emergency standard. 

As a result of the inadequacy of workers’ earnings, low-income families are 
compelled to spend more than they earn in order to meet their essential needs. 
According to the BLS Survey of Consumer Expenditures in 1950, the average 
urban family earning $1,500 a year spends $1,674. The accumulation of debt 
equal to 12 percent of earnings each year places a great burden on these 
families and gives rise to terrible anxieties and anguish. Adoption of a more 
adequate minimum wage would relieve millions of low-income families of this 
great distress. 


TEXTILE WORKERS SHOULD SHARE IN GAINS FROM INCREASING PRODUCTIVITY 


Unlike millions of workers in the other major industries, the textile workers 
have not shared in the great gains in our economy’s productivity during the 
past 5 years. The wage gain negotiated by the union in the woolen and worsted 
and the New England cotton-synthetic branches of the industry in 1951 were 
given up because of the competitive pressure of unorganized low-wage mills. 
As a result, the employees have not received any improvement in their real 
wage standards since 1950. 

Meanwhile, the productivity of the economy has made great strides. The 
joint committee on the economic report estimates that the output per man- 
hour rose in our private economy by some 15 percent from 1949 to 1953 (from 
$2.302 in 1949 to $2.641 in 1953, on a 1953-dollar basis). This represents an 
annual average rate of increase in productivity of 3% percent. This rate has 
undoubtedly been maintained since 1953, so that the total rise from 1949 through 
the first quarter of 1955 amounts to at least 20 percent. 

The rate of increasing productivity in the textile industry has exceeded that 
of American industry as a whole in recent years. Most of the industry’s vast 
expenditures on new plants and equipment has gone for improved machinery 
and technology. There has been a revolution in the types of machines on the 
floors of American industry. It is estimated that over 70 percent of the active 
machines are of postwar construction. 

New equipment in all cases is faster and requires less manpower. Processes 
are telescoped so that entire operations have been eliminated. The machines 
have been made more automatic and packages have been made larger so that 
they run longer with fewer people to tend them. The surrounding working 
conditions have been improved so that yarn breaks occur less frequently. Auto- 
matic controls are being substituted for human inspection and supervision. 

tut these expenditures are only part of the reason for rising productivity. 
The textile industry is taking over the management technology of other in- 
dustries. Centralized controls are being instituted over scheduling and pro- 
duction and systematic quality controls are being introduced. Plant layouts 
are being revamped for straight-line production. Materials handling is being 
reduced to a minimum, and where actually necessary, mechanical means are 
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being substituted for labor. Technically trained supervisors and time study 
engineers are combining to tighten labor standards. 

New fibres are challenging the older ones and in each instance the transfer 
of production is to plants with lower labor content per yard of output. This is 
indicated by the fact that whereas a worsted mill might require one-third of a 
manhour per yard of serge, a cotton mill would require less than one-tenth of 
a manhour per yard of cloth. 

Moreover, we are on the threshold of further innovations. An industry 
accustomed to slow change is now being swamped by an avalanche of innova- 
tions originating both at home and abroad. The developments in other indus- 
tries are truly revolutionizing it. What automation pretends to do for other 
industries, the current technical developments are already effecting in this 
industry. 

The nature of the changes is suggested by the following rough calculation. 
Textile employment in January 1955 stood at 987,200 workers, which was 19 
percent below the average employment level of 1947-49. According to the 
Federal Reserve Board, textile production for the month was actually 3 percent 
above the base period of 1947-49. 

Another approximation is available from a comparison of employment trends 
and total textile woven yardage in the cotton, wool, silk, and synthetic fabric 
industry. 


| Production workers ! Production (millions of linear yards) 











Yards 
per 
Silk and |Woolenand| ™22- 
Total Cotton | synthetic | worsted hour 

12, 371 9, 817 2, 039 515.8 7.8 
12, 405 9, 640 2, 267 498 7.7 
10, 923 8, 406 2, 086 414 8.3 
13, 091 10,013 2, 578 71 8.8 
12, 887 10, 136 2, 350 375 9.0 
12, 160 9, 514 2, 294 351 9.0 
12, 946 10, 203 2, 410 338 9.9 
12, 283 y 2, 238 281 10.8 





z 


1 Covers scouring and combing plants, yarn and thread mills and broad-woven fabric mills. 


Another index of rising productivity is supplied in the annual report of a 
southern cotton textile mill, Graniteville Mills of South Carolina. It shows that 
for the 10-year period, from 1945 through 1954, it spent $18,028,000 on plant 
additions and replacements and the pounds of cloth produced per 1,000 man- 
hours rose from 5,838 to 8,981, or 54 percent. In the last year alone, the pounds 
produced per 1,000 manhours rose by 10.84 percent, which is the largest produc- 
tivity rise scored in any 1 year (table 5). 

A comparison of the range of productivity at mills producing print cloth 
reflects on the growth in productivity. A most modern mill built in Greenwood, 
S. C. apparently requires 143 manhours per thousand pounds. A survey of five 
average mills by the United States Bureau of Labor Statistics shows that they 
require from 139 to 203 manhours per thousand pounds of print cloth. During 
a recent survey of another print cloth mill now operating in North Carolina, we 
found that it required 221 manhours per thousand pounds, a range of 70 percent 
between the lowest and highest producer. These differences indicate the po- 
tentials for higher productivity effected with the modernization of equipment, 
plant, and improved management. 

The American Textile Machinery Association reports that a modernization 
program in a mill of 30,336 spindles would effect an increase in output per 
manhour from 4.9396 pounds to 9 pounds, or 82 percent. In another mill of 
34,704 spindles, a modernization program of a modest type would increase its 
output from 4.720 pounds per manhour to 7.6316 pounds, or 62 percent. The 
same organization reports that the modernization of a mill in the production 
of combed broadcloth would effect a reduction in manhour per shift from 70 to 
43 employees, or 63 percent. 

The Whitin Machine Works, Inc., reports that the modernization of the pro- 
duction of a 20,000-spindle combed cotton knitting yarn mill would reduce 
costs by 36 percent, from 15.24 cents to 9.72 cents per pound. Most of the reduc- 
tion would be effected through lower labor cost. This item would be cut from 
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14.3 cents to 6.2 cents per pound, or by 57 percent. The labor schedule, which 
required 217 employees before modernization, would be reduced to 124 persons, 
or by 43 percent. This company indicates that a reduction of 6.2 cents in labor 
cost and 0.08 cent in power will be offset by an increase of 0.2 cent in taxes and 
insurance and 0.6 cent in depreciation charges, so that the reduction in labor 
costs would have also to carry these larger tax and depreciation charges. 

On the whole, a study of the information available to us from manufactures 
shows that the rise in manhour productivity in the post-war years has been at 
the rate of at least 5 percent per annum. This is far in excess of the national 
average and the claims which are being made as to the likely effects of automa- 
tion on the entire economy. 

In the absence of wage increases by employers, enactment of a higher Federal 
minimum represents the only means available to textile workers for sharing 
in the great gains from increasing productivity in the industry and the economy. 

In spite of the highly productive character of the textile industry and the big- 
business qualities of its ownership and operation, textile wages are near the 
bottom of the nation’s manufacturing wage structure. Of the 33 industry groups 
covered by the act for which the Bureau of Labor Statistics reports average 
hourly earnings, only one (tobacco manufactures) had a lower straight-time 
average in January 1955 than textiles (table 6). The $1.34 average for textiles 
was far below the other major industries, with only two others within striking 
distance: apparel, $1.34, and leather and leather products, $1.36. The others 
were all over $1.50, with the average for manufacturing at $1.78. 


ADOPTION OF $1.25 MINIMUM WOULD TAKE LABOR OUT OF COMPETITION AND WOULD 
STABILIZE THE INDUSTRY 


The low wages paid by the fringe of chiseling employers has had seriously 
unstabilizing effects on the industry as a whole. Employers paying decent wages 
have been forced out of business by the undercutting of ruthless individuals 
who pay substandard wages. Communities vie with each other in offering low 
wages as a bait to employers to abandon existing plants and locate their opera- 
tions at new sites. 

Since 1945 some 146 textile mills have been closed and their operations moved 
to lower-wage locations. The 60,000 workers who lost their jobs as a result of 
these moves have suffered untold distress since employment opportunities in the 
textile industry have been contracting sharply. Overall employment has de- 
clined significantly from the more active postwar days. In 1948, there were 
1,280,000 production workers employed in the textile mill products industry. 
This number had dropped to 1,200,000 in 1950. In both 1952 and 1953, the total 
was about 1,100,000. The low point in 1954 was July, when only 953,000 workers 
were employed. The recovery since July has been minor. In December, the total 
was 993,000 compared to 980,000 in June and August 1954. The total dropped 
again in January 1955 to 987,200 and increased slightly in February to 990,900. 

The human distress can be appreciated by noting the growing inability of 
hundreds of thousands to get unemployment insurance benefits. In the year 
1954, 1,762,115 persons exhausted their benefit rights as compared with 758,718 
in the previous year, a rise of 123 percent. The exhaustions were particularly 
high in textile States. 

Another way of viewing this situation in terms of local experience is to indi- 
eate the proportion of the unemployed not receiving unemployment benefits. 
Such information is available for several cities in Massachusetts. In Lowell, 
there were recently 5,200 unemployed, but only 3,613, or 70 percent, were receiv- 
the unemployment insurance benefits. The situation was even more serious 
in Lawrence, where 6,070 out of the 12,100 unemployed, or approximately 50 
percent, were receiving benefits. In New Bedford, 6,152 out of the 8,350 unem- 
ployed, or 73 percent, were receiving benefits, and in Fall River, the unemployed 
receiving benefits constituted 86 percent of the people out of work, 6,189 out of 
7,200. 

The impact of unemployment has been particularly serious upon the older 
persons. When they have been released, they have found that their advanced 
age has been a barrier, except in an era of full employment. When pools of 
unemployed exist, the older workers are discriminated against. 

The disastrous effects of mill liquidations upon the affected workers and upon 
the communities which are left stranded can be avoided if the Federal floor 
under wages were adequate to remove labor from the toils of cutthroat compe- 
tition. A minimum wage of $1.25 would put an end to the needless moving of 








ee | 
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plants from one part of the country to another by ruthless employers in search 
of substandard wages. 


HIGHER MINIMUM WOULD HAVE MODEST IMPACT ON TEXTILE INDUSTRY 


Of the 1,025,000 textile workers covered by the wage and hour provisions of 
the act as of April 1954, at most some 67,000, or 6.5 percent, were receiving less 
than $0.90 per hour (table.7). Wage increases necessary to bring these workers 
up to a minimum of $0.90 would amount to a maximum of $12 million a year, 
or 4/10 of 1 percent of the industry’s covered payroll. Obviously this infinitesi- 
mal adjustment can be absorbed without difficulty. 

A $1 minimum would require direct increases to a maximum of 150,000 covered 
textile workers, 14.6 percent of the total, and would increase covered payrolls by 
some $34 million a year, or 1.2 percent of the total. Inasmuch as payrolls rep- 
resent approximately 25 percent of the textile sales dollar, the cost of a $1 mini- 
mum to the industry would be limited to 0.3 percent of its sales income (one- 
quarter of the percentage impact on payroll costs). Such a modest increase is 
clearly within the industry’s capacity. 

A $1.10 minimum would result in increases to a maximum of 310,000 workers 
in the industry, 30.2 percent of the total. The increase in annual payroll cost 
would amount to $80 million, or 2.9 percent of the total. Applying this increase 
to total sales income (with payrolls comprising 25 percent of sales) yields a 
total cost of the $1.10 minimum of 0.7 percent of sales, a cost well within the 
industry's ability to absorb without difficulty. 

A $1.25 minimum would necessitate increases to a maximum of 512,000 covered 
textile workers, 49.9 percent of the total. Payrolls would increase by $203 mil- 
lion a year, or 7.4 percent of the total covered payroll. This represents an 
increase of 1.8 percent of sales income, surely not an insurmountable obstacle 
to the achievement of a decent wage standard for this industry. 

These estimates are based upon the Bureau of Labor Statistics study, Wage 
Distribution for Factory Workers, April 1954, and are therefore overstatements 
of the actual effects to be expected from the new minimum wage. (See CIO Fair 
Labor Standards Committee Fact Sheet No. 12, pp. 1-4). While we are work- 
ing on data for adjusting the BLS figures for all of the factors which tend to 
overstate the effects of the new minimum, it is possible to correct for one of the 
factors, viz, the inclusion of noncovered employees. On the basis of the industry 
wage studies cited in appendix table 2 of the above-cited fact sheet, it is apparent 
that for the textile mill products industry, the 2 percent of the workers at the 
bottom of the wage structure are not covered. If these workers are excluded 
from the computation of the effects of the new minimum wage, the adoption of 
these rates would have the following effects: 

$1 minimum.—The number of covered employees who would receive increases 
to bring them to the new minimum would be 130,000 instead of 150,000; these 
workers comprise 11.3 percent of all covered employees, rather than 14.6 percent. 
The total annual cost of these increases would be $29 million, or 1.1 percent of 
covered payrolls. 

$1.10 minimum.—290,000 employees would receive increases (instead of 310,- 
000) ; they comprise 28.3 percent of the total (not 30.2 percent). The increase 
in payroll costs would be $75 million, or 2.7 percent. 

$1.25 minimum.—492,000 employees would receive increases (instead of 512,- 
000) ; they comprise 48 percent of the total (not 49.9 percent). Payrolls would 
increase by $195 million, or 7.1 percent. 

The effects of higher minima upon the textile industry in its two major regions, 
without correction for the overstatements implicit in the BLS data, would be as 
follows (table 8): 

In the Northeast, 16,000 workers, or 4.7 percent, would receive increases to the 
90-cent minimum, raising covered payrolls by $2.8 million a year, or 0.3 percent. 
Adoption of a $1 minimum would result in increases to 30,000 workers, or 8.9 
percent, amounting to $7.4 million a year, or 0.7 percent of covered payrolls. 
The $1.10 minimum would require increases to 58,000 workers, or 16.9 percent 
at a cost of $16.2 million annually, or 1.6 percent of payrolls. Enactment of the 
$1.25 minimum would yield wage increases to 113,000 northern textile workers, 
33.1 percent of the total, and payrolls would increase by $41.6 million a year, or 4 
percent. 

In the South, the 42,000 workers who would receive increases under the 90-cent 
minimum comprise 7.8 percent of covered employment; payrolls would rise by 

7.6 million, or 0.6 percent. The $1 minimum would require increases to 100,000 
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workers, or 18.6 percent, and payrolls would be advanced by $21.8 million, or 1.6 
percent. The direct effects of a $1.10 minimum would be felt by 215,000 southern 
employees, 39.8 percent of the total, and payrolls would rise by $53.2 million, or 
3.9 percent. Adoption of the $1.25 minimum would result in wage increases to 
335,000 workers, 62.2 percent of the southern total, and payrol!s would be aug 
mented by $135.6 million, or 10.1 percent. 

The effects of these adjustments on the industry’s capacity to operate would 
be minimal as payroll costs represent only 25 percent of the total sales dollar. 
Thus the maximum effect of the $1.25 minimum on the industry in the Northeast 
would be to raise costs by 1 percent of sales and, in the South, by 2.5 percent. The 
industry is quite capable of absorbing such increases in cost out of existing profit 
margin. Moreover, the increase in sales which would follow from the rise in 
buying power generated by an adequate minimum wage would further bolster 
the industry’s capacity to adjust to the new minimum. 


HIGHER MINIMUM WOULD BOOST BUYING POWER AND HELP INDUSTRY RECOVER 
FROM SLUMP 


The textile industry has not shared in the general prosperity of the American 
economy in recent years. Since the boom in demand for textiles generated by 
the Korean war came to an end early in 1951, the industry has experienced a 
decided slump in sales. The dollar volume of textile corporations fell from $14.7 
billion in 1951 to $14.1 billion in 1952, $13 billion in 1953, and $11.5 billion in 1954. 
The Federal Reserve Board index of production for the textile mill products in- 
dustry declined from an average of 107 in 1951 (1947-49=100) to 108 in 1952, 
rose to 104 in 1953, and declined to 95 in 1954. These declines occurred in the 
face of the growth in population, the boom in construction of new homes, and the 
generally high activity prevailing in the economy. They stem basically from the 
inadequacy of consumer incomes, particularly among the lower-income groups. 
to support a standard of living in which automobiles, television and other hard 
goods have virtually become necessities, and at the same time to maintain decent 
standards of apparel. 

The squeeze between rising fixed commitments to pay off installment and 
mortgage debt and the limited jncome of workers’ families has resulted in a 
sharp decline in the proportion of the consumer's dollar going for clothing. 
From 9.5 percent in 1945, the proportion of consumer expenditures accounted 
for apparel has declined steadily, reaching a low of 6.9 percent in 1954. 

Consumer buying power, particularly of the lower-income families who have 
had to sacrifice their apparel standards to maintain the types of expenditures 
which have prior claims on limited income, is the key to the recovery of the tex 
tile industry. The average family with $1,500 a year income (which corresponds 
to an hourly rate of $0.75) spends $151 a year for clothing. An increase in in- 
come to $1,800 a year (equal to $0.90 an hour) would raise clothing expenditures 
to $188, or by 21 percent. Adoption of a $1 minimum would result in an increase 
in clothing expenditures for such a family to $205 a year, a rise of 36 percent. 
A minimum of $1.10 would yield annual clothing expenditures for this family of 
$227, an increase of 50 percent over the present level. Enactment of the $1.25 
minimum would enable the typical family at this level to raise clothing expend- 
itures to $260 a year, or 72 percent higher than at present. (See CIO 
Labor Standards Committee Fact Sheet No. 13, table IT.) 

The direct effects of an increase in the minimum wage would be to add the 
following amounts to the annual expenditures of affected families for clothing: 


Fair 


Million Million 
$0.90 minimum $22 $1.10 minimum $105 
$1.00 minimum 54 $1.25 minimum __. 225 


jee 

The textile industry would also benefit from the many millions of dollars in 
increased expenditures for housefurnishings, automobile interiors and seat cov 
erings, belting and other products made from textiles, which would flow direct!y 
from the adoption of a higher minimum wage. In addition, the indirect multi- 
plier effects of the higher minimum would raise consumer expenditures for ap 
parel and other textile products by several hundreds of millions of dollars a year. 
Thus, the adoption of an adequate minimum wage would offer a substantial stimu- 


lus to lagging textile sales and help appreciably in lifting the industry from its 
current slump. 


62569—55—pt. 132 
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Taste 1.—Major teztile interests in the United States: Employments, equip- 
ment and plants March 1955 











Plants 
Rank and interest (ranked in order of magnitude of Textile 

employment) employees | 5Pindles Looms teas 
1. Burlington Industries, Inc.'_.............-...--..-- 28, 000 992, 000 18, 500 57 
9. 5. FR CO MD is Se is only ac sepimdgbccs 23, 500 864, 000 22, 130 35 
3. Cannon Mills Co. interests !__..__...._.-. a ne 22, 000 452, 000 12, 325 17 
4. Deere, Semen & Oe®. |... ss 18, 000 | 915, 000 22, 400 29 
CG as ooh te ee TAL nat 15, 000 | 583, 000 17, 150 | 20 
6. Textron American, Inc.! 2___..__.......-..--.------ 12,800 | 420,000 11, 000 31 
eee oat 12,500 | 622,000 | 16, 300 | 20 
. Springs Cotton Mills_-__- bg Se tees Le 12, 000 | 639, 000 14, 240 8 
9. West Point Manufacturing Oo. ites yt “Fears. 11, 500 350, 000 | 7, 700 | il 
10. M. Lowenstein & Sons, Inc__._....____- iia 10, 100 492, 000 12, 900 9 
11. Dan River Mills. _........-...- fe eee ree we | 10, 000 443, 000 9, 942 1 
12. Berkshire Hathaway, Inc...-..-.--..----------_-- 9,500 | 840, 000 18, 000 12 
13. Pepperell Manufacturing Co-_-.____- E ae 9, 300 | 335, 000 | 8, 500 8 
14. United Merchants & Manufacturers, Inc.,. ees 9, 200 | 291, 000 8, 330 18 
Ce nee sah | 8.000 | 149, 000 2,940 14 
Mi, ee See 7, 500 238, 000 2, 750 ll 
17, Cems. 2 ee Te ee 7, 150 289, 000 5, 100 12 
18, Bina) Dente Oeret.sgs esc cli el. i 7, 165, 000 4, 035 7 
ON a Oe ee ee eee 6, 500 O00, O00 15. cs areca 9 
————————— 6, 000 276, 000 6, 860 5 
21. Lineburger-Stowe (eemeeNSL Eto ss) Die es 6, 000 | 350.000 |......--- : 22 
22. Bates Manufacturing Co-.-_._............--.--..---- 5, 800 302, 000 7, 400 5 
ig i kg ohh noah 5, 600 200, 000 4, 050 10 
So ee ee Ee ee dw nenmeemesekes 5, 300 STEED. listediste cncine 7 
25. Abernethy-Shuford interests__......_.....-.-.------ 5, 100 | 155, 000 2, 420 14 
26. Ely & Walker Dry Goods Co.?__.--._..------------ 5, 000 307, 000 5, 978 7 
tl 5, 000 296, 000 6, 373 ll 
ewan dmeenet 4, 800 127, 000 4,015 4 
29. Goodyear Tire & etter Ges OO 4, 700 196, 000 331 4 
30. Mt. Vernon-Woodberry Mills._..._..-..----.------ 4, 400 138, 000 2, 092 3 
31. Walter S. Montgomery interests__...._........--.-- 4, 350 200, 000 5, 737 6 
er INI nn ne ee eon cmek 4, 300 171, 000 1, 832 12 
28; Sees Mees... < . --  - <2 555-55. 5 4, 300 | 176, 000 3, 411 8 
36. Sarit & Mio tatereste.. oo... 155-2 scat isicncs 4, 200 114, 000 2, 377 4 
35. Bechmann- U Ebridge Worsted Corp........-..-...- 3, 700 40, 000 700 - ~ 
ae ee En en oa. caceuterseenese 3, 700 196, 000 | 331 4 
37. Fieldcrest peers ii ea ie 3, 650 124, 000 2, 681 S 
38. Johnson & a eam celeicns, Salle ath 3, 550 315, 000 7, 000 7 
Se i winnie wia weet 3, 500 105, 000 3, 452 5 
40. Thomaston Cotton Mills__.____..___-.---.--------- 3, 300 131, 000 1, 843 4 
Oh ie Ge BS ct A Lcd 3, 300 182, 000 4, 900 6 
42. Banks-Arnall interests paninbiGis sehbts tabencth sana 3, 250 112, 000 618 6 
ee ee I i din eisnncnmstamimntessecte 3, 200 205, 000 5, 050 Ss 
WON co cialPks ero ee eee OOO Tih ra hi ee cscs | 507 


1 These companies own, in addition to plants listed, knitting, carpet and rug, or synthetic plants. 
2 These companies also operate plants in other industries. 


Note.—Those interests employing less than 3,000 workers were omitted. All figures refer to plants 
engaged in the basic textile industry, i. e.: spinning and weaving of cotton; throwing, spinning and weaving 
of silk, rayon and other synthetic yarns and fibers; finishing, except woolen and worsted; scouring, spinning 
weaving, and finishing of woolen and worsted; excluded from this compilation are spinning and weaving ral 
carpets and rugs; knitting; miscellaneous textiles; and synthetics (manufacture of fiber and yarn). 
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TABLE 2.—. 


tertile concerns largely situated in the South, 1953 





Company and official 


BEAUNIT MILLS, INC.— | 
YEAR ENDED MAR. 31, 1954 | 


Position 


| 
| Board chairman and director of company 


Lionel Rogosin . | 
Edward Nufer 

Frank Bergh, Jr 
F. A. Tinklepaugh - ---_----- 
J. H. Polansky 


RELDING HEMINWAY ” 
INC.—YEAR ENDED DEC. 31, 
1953 


F. L. Johnson - - 
H, A. Johnston 
F. D. Levi 

R. T. Kropf 


SIDNEY BLUMENTHAL 4 CO., | 
INC.—YEAR ENDED DEC, 31, 
1953 | 


Andre Blumenthal 
Herbert H. Schell-- 


BURLINGTON MILLS COR P.— 
YEAR END DEC, 31, 1953 





Kenneth Collins 

J. C. Cowan, Jr 
Walter E. Greer, Jr 
John L. Hutcheson, Jr 


8. Lewis Hutcheson ---.-.------|- 


Herbert M. Kaiser 
J. Spencer Love 
Henry E. Rauch 


CANNON MILLS CO.— 
YEAR ENDED DEC. 31, 1952 


A. W. Fisher 
Hearne Swink 
Charles A. Cannon 


CENTURY RIBBON MILLS, INC.— | 
YEAR ENDED DEC. 31, 1953 | 


Irving Lev 

Ketene Tt. LOVy.....<.--...--. 
Morris 8S. Bercow 

Daniel Niederman 

Robert Kirschner 


COLLINS & AIKMAN CORP.— 
YEAR ENDED FEB. 27, 1954 


Albert R. Jube 
Whitworth F. Bird 
Percival B. Baldwin 


CONE MILLS CORP.— 
YEAR ENDED DEC. 31, 1953 


Ceasar Cone- 
Clarence N. Cone 
Herman Cone_--- 
Sydney M. Cone, Jr 
Saul F. Dribben 
Lewis M. Heflin 


and subsidiaries. 

Vice president, treasurer, and director of 
company and subsidiaries. 

President and director 

| Vice president and director___- ; 

Vice president in charge of fabric sales __ 

Garment sales division manager 

Vice president in charge of yarn sales; vice 
president in charge of sales of North Amer- 
ican Rayon Corp. 


President us 
Executive vice president _- 


Vice president 


President 


| Chairman of the board and chief executive 


officer. 


Vice president 
President 
Executive vice president - alia 


| Vice president 


— 

Executive vice president 
Chairman of board; chief executiv e officer. 
CR iichiaenrsn wid 

Tax counsel 


| Vice president and director 


Vice president, secretary, and director 


President and director of Cannon Mills Co., 


ee of subsidiaries Cannon Mills, 
ne 


OOO ae 


Executive vice president.............._-_-. 
Treasurer 
Secretary 


| Vice president 


Chairman of board of directors___---_- 


| President ae 
| Viee president for sales and merchandising of 
corporation. 


iy ice president - 

President and officer of a subsidiary. 

Vice pertinent and officer of a subsidiary 
_do 


Total remu- 
neration 


$63, 139 
59, 676. 


41, 250. 
31, 424 
30, 000 
30, 000 
38, 059 


40, 500. ( 
40, 500. 
38, 916 
31, 695. 


47, 400. 00 
62, 659. 7 


64, 615. 
110, 000. 
90, 000, 
67, 697. 
67, 697. 
102, 830. 
140, 000. 
46, 000. 


74, 000. 
74, 000. 0 
59, 000. 


39, 000. 
48, 000. 


44, 593. 6¢ 
39, 593. 
32, 681. 25 


41, 500. 00 


59, 000. 00 | 


120, 000. 00 
65, 000. 00 
220, 000. 00 
72, 500. 00 


493 


Annial compensation of executives earning $30,000 or more in selected 


Retirement 


and similar 


payments 


2, 685. 00 
3, 688. 00 
2, 950. 00 
None 
None 

, 581. 00 
, 917. 00 
None 
None 
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Tas_e 2.—Annual compensation of executives earning $30,000 or more in selected 
19583—Continued 


tertile concerns largely situated in the South, 


Company and official Position 


CONE MILLS CORP.—-YEAR 
ENDED DEC. 31, 1953——-Cont. 


Marion W. Heiss_-- Vice president J. 

Henry G. Nichols - -_-'-- _do 

Harold W. Smith__--- .| Secretary and comptroller ) 
Earle R. Stall_- Sa Vice president . 


ae eae eee ere esnmbinaade 


DUPLAN CORP.— 
YEAR. ENDED SEPT. 30, 1953 | 


Total remu- 
neration 


$73, 000. 00 
44, 000. 00 
44, 500. 00 
74, 500. 00 





44, 500. 00 





Ernest C. Geier _-_-_- . | Chairman of the board of directors. _- 48, 080. 00 
Lyman B. Frieze_-- __.| President and director 48, 120. 00 
Walter Neale. .....--| Vice president, treasurer, and director- 48, 120.00 
George Friedlande r. _...| Viee president and director 48, 120. 00 
John K. Cochran............- General manager of mills, vice president and | 30, 060. 00 | 
| director. 
JOHNSON & JOHNSON—YEAR | 
ENDED DEC. 31, 1953 
G. W. Achenbach. -- Director and vice president 49, 814. 00 
A. R. Clapham Director and director of overseas operations 54, 008. 00 
Or ha IS | Director and treasurer ’ i 65, 428. 00 
E. E. Dickson- ; Director and vice president 53, 016. 00 
R. J. Dixson : Director and assistant director of overseas 47, 969. 00 
gperations. 
L. R. Feakes__...-- ba ...| Director, general controller, and assistant 46, 059. 00 
treasurer. 
E. J. Fitepatrick..........-. Director, president of Permacel Tape Corp 62, 109. 00 
J.J. Gibson 7 ne Director and secretary - 54, 464. 00 
P. B. Hofmann__-_- ; Vice chairman of board 90, 364. 00 
W. J. Holman, Jr__-. Director, president of Chicopee Mill, Inc 49, 353. 00 
SO eee Chairman of the board < 14¢ , 
R. W. Johnson, Jr ; Director and employee 36, 334. 00 
P. D. L’Hommedien._-. ___| Director and member of executive commit- 90, 847. 00 
tee. 
G. O. Lienhard_.---..----- ._..| Director, president of Chicopee Manufac- 97, 445. 00 
turing Corp. | 
W.H. Lyecan____.__..........| Director and vice president - - _- Se | 63, 596. 00 | 
eo ee ee ee _| Director and director of construction ; 33, 908. 00 | 
H. C. MecKenzie_______- ; — president, Ortho-P harmaceutical | 74, 785. 00 
orp 
R. V. Mulligan_- : Director and vice president - - - __ 36, 018. 00 
G. H. Murphy----- : “oe tor and president of Person: il Products 63, 567. 00 
orp. 
Kenneth Perry. .-.-..------ _| Director and vice president - _- ed 80, 300. 00 
eee ee Director, president of Ethicon, Inc. 7 65, 040. 00 
G. F. Smith___--- _____..| Director and president : 97, 977. 00 
a | ee : ___.| Vice chairman of board _____-..-_- é 99, 912. 00 
oe Wr ioe Soca bue | Director and vice president 63, 152. 00 
C.J. Wibbelsman____........| Director, president of Autograph Brush & 55, 278. 00 
| Plasties Co., Ine. | 
KENDALL CO.—YEAR ENDED | 
DEC. 27, 1952 | 
H. P. Kendall_____...........| Chairman of board_.-_--- 50, 000. 00 
L. H. Ballou Lice -| Director and chairman finance committee __- 45, 000. 00 
at a __..| Director and general manager, Kendall 48, 577. 00 | 
| Mills, Grey division. | 
me Ri eiigeins... .....<<.-. President, treasurer, and director - _-- 66, 731 00 | 
op aa are Chairman executive committee and director. 47, 308. 00 | 
J. A. Lunn oe ; Vice president and director : 45, 000.00 | 
H. T. Marshall____________- aos dae a 45, 250. 00 | 
M. LOWENSTEIN & SONS, INC.— 
YEAR ENDED DEC. 31, 1953 
Leon Lowenstein_- = Chairman of the board ices 75, 000.00 | 
Archie O. Joslin ais ; President - 250, 000. 00 | 
Donald B. Tansill_ -- _| Executive vice preside nt 120, 000. 00 | 
Edward Goldberger _..| Treasurer and secretary - 100, 000. 00 | 
Robert Bendheim_-_._-~---- Vice president 57, 500. 00 | 
John M. Bendheim_----_-- .| Assistant vice president 47, 500. 00 
William H. Grier _------- Executive vice president of Rock Hill Print- 77, 500. 00 


ing & Finishing Co. 
Joseph J. Lyons. -....-..-.-..- -| Executive vice president of subsidiaries 





beene 62, 500. 


Retirement 
and similar 
payments 


$6, 294. 00 
3, 934. 00 
3, 934. 00 
6, 294. 00 
3, 934. 00 


98. 00 
1,054. 00 
5, 116. 00 

98. 00 
4, 269. 00 


(1) 
(1) 
() 


(1) 
(1) 


(1) 
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TABLE 2.—Annual compensation of executives earning $30,000 or more in selected 


textile concerns largely situated in the South, 1953—Continued 


Company and official 


MT. VERNON-WOODBERRY 
MILLS, INC.—YEAR ENDED 
DEC. 31, 1953 


Thomas M. Bancroft - 
1. Edward Harris 
James W. Easter eee 
PACIFIC MILLS—YEAR 
DEC. 31, 1953 


ENDED 


Henry M. Bliss 

E. Dean Walen 
Clifford B. Hayes 

J. Edmund Bradley - - 
Paul Groover_.------- 


REEVES BROS., INC.—YEAR 
ENDED JUNE 30, 1953 

John M. Reeves 

John E. Reeves 

Henry C. Hoffman 

S. L. Lewis, Jr 


Grady H. Fulton. 
W. P. Ligon 


Position 


President 
Executive vice president 
Vice president 


President and director 
Vice president and director 
dao 
do 
Executive vice president’and director 


Director and president, and officer of vari- 
ous subsidiaries. 

Director, vice president and treasurer, and 
officer of various subsidiaries 

Director, vice president, and officer of vari- 
ous subsidiaries. 

Director and vice president 

Director and officer of various subsidiaries 


RIEGEL TEXTILE CORP.—YEAR 


ENDED SEPT. 27, 1952 


John L. Riegel 

German H. H. Emory--- 
William Berry -_- Ee 
N. Bernard Murphy 
William J. Erwin 

William E. Reid 

Theodore Riegel __- 

Donald K. Evans 


J. P. STEVENS & CO., INC.— 
YEAR ENDED OCT. 31, 1953 


John P. Stevens, Jr 
Joseph H. Sutherland 
Wilbert J. Carter 
Raymond G. Emery--- 
Thomas W. Estes_- 
Kenneth W. Fraser 
A.J. Smith_- 

John P. Baum 

Harry C. Carter- 
Campbell D. Garrett... ----- 
John M. Hughlett- 


| Chairman and director 
President and director 
Executive vice president and director 
Vice president and director 
aw = ates 
do 
Secretary and director 
Treasurer and director 


Director, chairman of the board 
Director, president 
Director, executive vice 


Director, treasurer - - ceca 
Director, vice president - - -- 


George P. McClenaghan_--- =f 


Andrew J. Sokol 


Abbot Stevens_--- ee Seen 


TEXTRON INC.—YEAR ENDED 
DEC. 31, 1933 


Royal Little___- 
Robert L. Huffines, Jr 
Harry H. Burton 

J. Linzee Weld_ --- 


UNITED MERCHANTS & MANU- 
FACTURERS, INC.—YEAR 
ENDED JUNE 30, 195% 


J. W. Schwab 

A. Harry Feldman 
Merwin R. Haskel 
David S. Rosenthal 
Charles B. Straus 


UNITED STATES FINISHING 
CO.—YEAR ENDED DEC, 31, 
1953 


Donald B. Derby 
Royce N. Pharr 
Jared J. Mowry 


1 Not reported. 


Chairman of the board and director 
President and director - 
| Vice president and director -- 


President’and director - - - 
Vice president and director 
Treasurer and director. - - 
Vice president and director 
A aaa 


President and general manager. -- 
| Vice president 





000. 00 
53, 194. 00 


5YY. Of 


\74 


) SS 
OO 


on 
04 


67 


00 
00 
00 
00 
OO 
00 
00 
00 


356, 666. 
163, 178. 
163, 198. 
159, 140. 
163, 178. 


49, 053. 43 
39, 079. 05 
34, 183. 93 


», 427. 00 
, 733. 00 


258. OO 


787 00 
5, 499. 00 
. 404. 00 


465. 00 


2, 723. 00 
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TABLE 4.—Cost of family budget of city worker in 34 cities in the United States, 
October 1951 


City 
Atlanta, Ga 
Baltimore, Md 


Birmingham, Ala 


Boston, Mass 
Buffalo, N. Y 
Chicago, Ill 


Cincinnati, Ohio 


Cleveland, Ohio 
Denver, Colo 
Detroit, Mich 
Houston, Tex_- 
Indianapolis, In 


es a 3 


Jacksonville, Fla 


Kansas City, } 


Los Angeles, Calif 


Manchester, N. 
Memphis, Tenn 


H 


Source: United States Bureau of Labor Statistics. 


City 


Milwaukee, Wis 


Minneapolis, Minn- -- 


Mobile, Ala___- 


New Orleans, La 
New York, N. Y 


Norfolk, Va 


Pittsburgh, Pa 


Philadelphia, Pa 


Portland, Maine__-- - 


Portland, Oreg 


Richmond, Va- - - 


St. Loyis, Mo_- 


San Francisco, Calif _ - 


Savannah, Ga__- 


Scranton, Pa____- 


Seattle, Wash__ 


Washington, D. 


ee 


Cost per 
year 
$4, 387 
4, 161 
3, 969 
8§12 
, 083 
146 
078 
203 
021 
153 
338 
112 
, 263 
, 067 
, 002 
, 280 


TaBLE 5.—Graniteville Co. of South Carolina: Expenditures on additions and 
replacements to plant and production of cloth per 1,000 man-hours, 1945-54 





Expendi- 
tures on 
additions 


placements 
to plant 





and re- 


Pounds 

of cloth 

per 1,000 
man- 
hours 


Percent 
Increase 
(decrease) 
from 
prior 
year 


838 | 


076 | 


1. 58 | 
4. 08 
5.35 | 
5. 45 
7.11 


Expendi- 
tures on 
additions 


and re- 


| placements 


to plant 


$1, 511, 162 


2, 404, 815 
2, 947, 493 
848, 459 
993, 132 


Percent 

Increase 

(decrease 
from 
prior 
year 


Pounds 
of cloth 
per 1,000 
man- 
hours | 
' 


5.91 
4. 82 
(3. 33) 
4.43 
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TasLe 6.—Average straight-time hourly earnings, by industry, January 1955 


Adjusted average 


Industry hourly earnings} 
nn RNIN ae euenee tela $2. 65 
Seen ne Memes ft ee Ol. acm amaeencccwateul 2.45 
ee meaner er chose hn can ansnebianckeatln 2. 40 
eee anita | iio Sh Oe oo ncn ntcwwwnnnnddn cede 2. 28 
Printing, publishing and allied industries___._.._.............--___---. 2.27 
papecss of poteoioum ene ooeho io 2. bol... enced nn ced 2. 21 
Crude petroleum and natural gas production (except contract services)__ .2. 20 
PP RIREDOTORLAON MUUMINONE eer She, oo esd Sct wees Sele oe 2.10 
Primary metal industries_-_...._._..____-__- eae eae cones 2 Mts DAY 2. 09 
ee OE ot I et A Pee ee x nnneedan ne : 29 
isda Bnd olectric utilities 220) beslou ll celui eu. .... ithe athe 1. 99 
ceeueesuer eens nemennanne YO Peers OS So edd abana cndeal Biel 1. 98 
pamonsnery (exomnG Gletinieeh) £2. Labbe cece ccccccee ll iutliue 1. 97 
Sonor rmnuibis. Ue J. eb Le Lt ee stated tne, LOC 
Fabricated metal products (except ordnance, machinery and transporta- 

Sn EN) 2. Ee oe oth al. sanckiiepecin sey cee 1. 88 
Penns On lene ONIN. ee US LD cc ce ccecntualeccens 1. 86 
i Sern Ot Sh eee OL bn oc ewcnncesmcnlls sce 1. 84 
Papirarments anil pented DrOdueks...... c. oncdekw ened de cancdicnwibowxnbs 1. 81 
EE RE Ls ORE Delete ae ka eee na ey Oa 1. 81 
NN Eg har). ded dads S~ sGndud cbunidnid itewsn 1.79 
ONO RUM OS 5.5 od 5 Ls wast ba bw se Jabs bao wee es 1. 79 
pi ee ES ee eee eee 1. 76 
ONES Un TNE III TC nl En ho a lenweaa 1. 75 
oo Ee A SP ee ay Ce ee 1. Zl 
Nonmntane Mine Oe Gherrying ... 2 - - on ore dc skk Lt seas so~n------ 1. 68 
Posner serene. ee 1. 67 
Miscellaneous manufacturing industries____._.____._.._._.__....--_-_---- 1.59 
Lumber and wood products (except furniture)__..___........._-_------ 1. 58 
Se nn a en eck ae demecacenbe 1. 53 
eee ne eb copes -telene annonces 1. 36 
Apparel and other finished textile products_-_-_..._._.___-.------------ 1. 34 
I SO EO Ch ni Wilh eoedeibandeeneae 1. 34 
enn rate re es ae eh 8 cen eee eaine eee 1. 32 


1 Gross average hourly earnings reported by Bureau of Labor Statistics adjusted to eliminate overtime 
premium in accordance with BLS formula. 


2 Figures are for December 1954; latest date available. 
Source: Derived from Bureau of Labor Statistics data. 


= 


TasLe 7.—Effects of specified minimum wages on covered employees and pay- 
rolls in the textile mill products industry, April 1954? 





| 
ee | 90-cent | $1.00 mini- | $1.10 mini- | $1.25 mini- 
minimum mum mum | mum 
| | 
i j 
Employees receiving increase: Number (000)----.------ | 67 150 | 310 512 
Percent of covered employment__-_--__._..--.---------- 6.5 14.6 | 30. 2 49.9 
Increase in annual payrolls: Millions of dollars----------} 12 34 | 80 203 
Percent of covered payrolls............................. | 4 3 2.9 | 7.4 





1 Direct increases to employees receiving rates under specified minima. 


Norte.—These estimates are based on BLS distribution data which tend to overstate the effect of higher 
minima because of: (1) inclusion of uncovered workers, apprentices, learners and handicapped workers, 
none of whom would be directly affected; (2) the average straight-time hourly earnings compiled in the 
special industry studies which form the basis for the BLS distribution data are lower than those reported in 
BLS monthly Employment & Earnings report; (3) the exclusion of shift premiums from hourly earnings in 


spite of the fact that shift premiums are included in the regular hourly rates under the Fair Labor Standards 
Act. 


Source: CIO Fair Labor Standard Committee, Fact Sheet No. 12, tables II and III. 
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TABLE 8.—Effects of specified minimum wages on the tertile mill products 
industry, by region, April 1954° 


| ‘Tn ; | | 
90-cent mini- 
| mum 


$1.00 minimum | $1.10 minimum | $1.25 minimum 


| North- 
Sg 3 
| east ? outh east ? 


North- 


east 


South? South 


North-| . North- 
east 


———|-— re, 7 


Employees receiving increase: Num- 
a eines a i 5 | f 100 
Percent of covered employment-_._-_- : 8 ¢ 18. 6 
Increase in annual payrolls: 
Millions of dollars. __--- ; 7.6 21.8 
Percent of covered payrolls__-_----_| a .6 ay 1.6 








1 Direct increases to employees receiving rates under specified minima 

2 Comprises the following States: Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, 
New York, Pennsylvania, Rhode Island, and Vermont. 

3 Comprises the following States: Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, 
Mesviene, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West 

irginia. 


NotTe.—These estimates are based on BLS distribution data which tend to overstate the effect of higher 


minima because of: (1) the inclusion of uncovered workers, apprentices, learners and handicapped workers, 
none of whom would be directly affected; (2) the average straight-time hourly earnings compiled in the 
special industry studies which form the basis for the BLS distribution data are lower than those reported in 
BLS monthly Employment & Earnings report; (3) the exclusion of shift premiums from hourly earnings in 
spite of the fact that shift premiums are included in the regular hourly rates under the Fair Labor Standards 
Act. 


Exutsir I 


IN THE MATTER OF THE ARBITRATION BETWEEN FALL RIveR TEXTILE MANUFAC- 
TURERS ASSOCIATION, NEW BeEprorp CoTToN MANUFACTURERS’ ASSOCIATION, 
BERKSHIRE FINE SPINNING ASSOCIATES, INC., AND TEXTILE WORKERS UNION OF 
AmMEriIcA, CIO, 


AWARD 


I, the undersigned arbitrator, having been designated in accordance with the 
Arbitration Agreements entered into by the above-named parties, and dated 
January 1, 1948, and March 19, 1951, and having been duly sworn and having 
duly heard the proo7s and allegations of the parties, award, as follows: 

1. Beginning with the first payroll period commencing after July 19, 1952, 
the employers are authorized to revert to the hourly and base rates that were 
in effect on September 18, 1950; piece rates are to be adjusted accordingly. 

2. The cost-of-living escalator clause now in effect shall continue without 
modification. 

(Signed) Walter Gellhorn 
(Typed) Water GELLHORN, 
Arbitrator. 
JULY 15, 1952. 
STATE OF NEw YORK, 
County of New York, s88.: 

On this 15 day of July 1952, before me personally came and appeared Walter 
Gellhorn, to me known and known to me to be the individual described in and 
who executed the foregoing instrument and he acknowledged to me that he ex- 
ecuted the same. 

JOHN EASTMAN, Jr., 
Notary Public, State of New York, No. 31-1065210. 


Qualified in New York County; certified filed with N. Y. Co. Clk. & Reg. 
Commission expires March 30, 1953. 


OPINION OF THE ARBITRATOR 


The history of collective bargaining between these parties has been long and 
successful. It culminated in March of 1951 in major wage increases in the 
above employers’ plants. Subsequently a worldwide recession swept over the 
textile industry. The Fall River-New Bedford companies, laboring under com- 
petitive disadvantages, felt the impact of the depression with special acute- 
ness. Exercising their contractual right to reopen wage questions for further 
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discussion, the employers on March 15, 1952, requested cancellation of all in- 
creases in labor costs flowing from the collective bargaining agreement of 
March 1951. Including the expenses of an improved insurance plan and a re- 
tirement separation program negotiated at that time, these added costs aggre- 
gate 15.2 cents. The question submitted to me as arbitrator is whether the 
employers’ request should be granted. 

Both sides have ably assisted the arbitrator by presentation of voluminous 
data concerning the operations of the immediately affected mills and their com- 
petitors elsewhere in the country. Without seeking now to summarize all the 
evidence or to outline the economic history of the textile industry, I may state 
my major conclusions as follows: 

1. A differential in wages between northern and southern mills is no novelty. 
The Fall River-New Bedford industry has prospered notwithstanding the lower 
pay scales of its competitors. Since 1951, however, the differential has widened 
to a point that jeopardizes the continuance of the Massachusetts establish- 
ments. 

2. The agreement of March 1951 was made in the light of hopes thus far unful- 
filled. At that time the future of the textile industry was at least arguably 
bright. Optimism concerning consumer demand was prevalent. The time 
seemed ripe for a boost in textile wage rates, which until the advent of the 
Textile Workers Union had for decades lagged behind the levels established in 
other industries. Even in 1951 they remained modest in comparison with some 
others, and, moreover, were affected by mounting inflationary pressures. Buoyed 
by expectation of full employment and healthy business, the union confidently 
believed that increases obtained in the North would be matched by employers 
in the South, either through contracts with the union or, in nonunion plants, 
through unilateral action calculated to fend off unization. 

3. Bitter events have destroyed the predictions on which the parties’ agree- 
ment rested. Instead of continuing on a plateau of prosperity, the textile in- 
dustry slid into a deep depression. While the reduction in business has by no 
means been confined to the Fall River-New Bedford group of mills, they have 
been more sharply affected than has the industry in general. Despite the 
worsened economic outlook, the Union achieved some noteworthy local suc- 
cesses in its southern campaign, and has laid the foundation for further efforts 
to organize underpaid operatives. On the whole, however, the southern mills 
have resisted all pressure to match the wage increases granted by the employers 
involved in the present proceedings. Aided by the enlarged differential in labor 
costs, the southern producers have energetically sought out the customers of the 
northern mills and, through ability to undersell in a buyer’s market, have taken 
away an increasing share of the sales that Fall River-New Bedford must have 
for survival. 

4. The consequent loss of business has been disastrous not only for Massa- 
chusetts’ employers, but for their employees as well. When the March 1951 
agreement was executed, the Fall River-New Bedford mills employed 21,211 
workers. Today more than 40 percent of these men and women have been laid 
off; and perhaps only half of those who remain in employment are working on 
a full 40-hour schedule. A high hourly rate of pay loses its meaning if work 
opportunities are lacking. The decline in southern employment has been but a 
small fraction of that noted in the Fall River-New Bedford area. 

5. Even those who are fully experienced in the business may err in their 
predictions about textile economics. The course of developments since March 

1951 illustrates the fallibility of judgment in this area. Hence, I acknowledge 
diffidence in guessing about the future. Today there are evidences that the 
textile business is on the verge of a significant revival. In my estimation, how- 
ever, that revival will not come quickly enough to save Fall River-New Bedford 
unless, meanwhile, emergency steps are taken to diminish the present competitive 
disadvantage. This must be done by reducing production costs, among which 
payrolls bulks large. One cannot say with assurance that lowered labor costs 
will bring business and fuller employment to Fall River-New Bedford; other 
factors, beyond the control of the parties, may subsequently affect the outcome. 
One can only say that failure to lower costs would gravely endanger the Massa- 
chusetts branch of the industry. Cutting wages is an extremely serious opera- 
tion. The union believes, perhaps correctly, that the operation will not markedly 
improve the situation and will instead only cause loss to wage earners whose 
living standards are already too low. Mindful as I am that wage rates must 
be thought of in terms of human beings rather than as cold statistical tables, 
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1 am nevertheless persuaded that present conditions necessitate this drastic 
operation with all the risks it entails. 

Though the task be distasteful and the ultimate consequences far from certain, 
I turn to consideration of the specific reductions that may be appropriate. 

First. I deny that part of the requested reduction that is attributable to the 
costs of so-called fringe benefits. The parties’ contract, article I1I-J, provides 
in part that either the union or the employers may at stated intervals ask for 
“a general revision upward or downward in rates of pay”; their further agree- 
ment of March 1951 makes provision for “one reopening for general wage revi- 
sion.” The present arbitration is delimited by the quoted phrases. In my 
opinion I have no jurisdiction to alter the existing fringe benefits directly. 
What I am precluded from doing directly I will not do indirectly by translating 
fringe benefits into pay scales and then tinkering with the latter. 

Second. I think that the general increase in wages that became effective on 
March 15, 1951 should now be suspended. The parties agreed at that time to a 
7%4-percent raise. This was cut by the Wage Stabilization Board to 6% per- 
cent, to bring the increase into harmony with applicable governmental regula- 
tions. The amount thus added to preexisting wages ranged from 7 to 11 cents 
per hour, the average being approximately 8.5 cents. Indirect labor costs were 
correspondingly increased, since the computation of overtime rates, holiday 
and vacation pay, and social-security taxes was of course affected by the change 
in hourly compensation. It is this amount that reflects the parties’ effort to 
achieve a substantial catch-up in the employees’ living standards. As already 
pointed out, the effort was made at a hopeful moment; it would not have been 
made if in March of 1951 the course of the succeeding 12 months could have 
been clearly perceived. Now, long after the event, we need not shut our eyes 
to actualities. If a wage reopening clause means anything at all, it means that 
the parties’ guesses are to be reappraised after a time interval. Thus, for 
example, if an employer prospers to an unanticipated degree, or if productivity 
sharply increases, or if living costs skyrocket after a wage bargain has been 
made, the employees quite properly expect that an upward adjustment will be 
made in wage rates. Conversely, if the employer’s economic position becomes 
perilous because of changed circumstances after the wage bargain, the reopen- 
ing clause permits a second look at the new situation. That is precisely what 
has happened here. The factors that appeared to justify the general wage in- 
crease no longer seem persuasive. Fresh elements now clamor for consider- 
ation. Taking into account the developments since March 1951, I have con- 
cluded that the employers should be relieved of their undertaking to lift wages 
7144 percent above September 1950 levels. This means that the 614-percent 
increase allowed by the Wage Stabilization Board may be rescinded, while the 
remaining 1 percent need not be granted even if stabilization regulations are 
modified or repealed before the parties’ contract expires. 

Third. The employers have also asked to be relieved of their obligations under 
a so-called escalator clause embodied in the agreement of March 1951. This 
provides that a cost-of-living adjustment equal to 1 cent per hour plus or minus, 
shall be added to or subtracted from the existing wages of all employees at 
quarterly intervals, according to fluctuations in the Bureau of Labor Statistics 
price index. Originally the parties had proposed that wage rates should move 
up or down to reflect each increase or decrease of 1.14 points in the Consumers’ 
Price Index. The Wage Stabilization Board required that the measure be 
changed to 1.32 points, and the parties have modified their agreement accord- 
ingly. Thus far the escalator clause has produced upward adjustments, because 
the cost of living has risen since March 1951. Escalator increases have been 
made on October 1, 1951 (1 cent), January 2, 1952 (2 cents), and June 30, 1952 
(1 cent). The employers have requested that these 4 cents be stricken from 
the wage rates and that the escalator clause be abrogated for the balance of 
the contract term. 

The union has challenged the arbitrator’s jurisdiction to deal in any way with 
the escalator clause, arguing that it is not properly an element for consider- 
ation in a general wage revision. 

I find it unnecessary to pass upon this jurisdictional objection because, in 
any event, I believe that the escalator clause should not be modified in this 
proceeding. 

In my judgment, it would be inequitable and unwise wholly to disregard 
changes in the cost of living since September 1950. I have already said that the 
necessitous circumstances of the employers warrant giving them a measure of 
relief from their agreement. This does not mean, however, that the employees 
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should be given far below the relatively low levels that they had achieved as of 
September 18, 1950... The award entered in this case allows 7% percent increase 
to be expunged, but through retention of cost-of-living adjustments, there is at 
least a partial preservation of the buying power of the September 1950 wage 
rates. 

In essence, then, my award comes to this. There is to be a return to Septem- 
ber 18, 1950, as a foundation. The consequences of inflation between that date 
and the present are to be borne in part by the employers and in part by the em- 
ployees. The result is justifiable, if at all, only as a desperate expedient to save 
a locality’s industry. Wage cutting does not produce prosperity. It may con- 
ceivably enable an employee to achieve a position of temporary strength. Long 
run improvements in the health of the Fall River-New Bedford mills must come 
from increased demand for their products. Depressed wage rates, whether in 
the North or the South, are a wobbly base on which to build a modern, progres- 
sive economy. It must be the objective of the textile industry to restore the 
wage losses now required, and ultimately to advance the employees’ standards 
still further. Only if that becomes possible will the present reductions have 
proved defensible. 


WALTER GELLHORN, Arbitrator. 
JuLy 15, 1952. 


ExHrsitT II 
CIO Farr LAsor STANDARDS COMMITTEE FACT SHEET NO. 5 


SAFEGUARDS OF LABOR STANDARDS ON PUBLIC CONTRACTS HAVE BEEN DESTROYED BY 
FULBRIGHT AMENDMENT TO WALSH-HEALEY ACT 


1. Walsh-Healey Act is a necessary supplement to fair labor standards act 


The Walsh-Healey law provides the following standards not found in the 
ment contracts, recognizing the fact that the Government is as legitimately con- 
cerned with the labor standards by Government contractors as with the standards 
and specifications of the products made under the contracts. 

The Walsh-Healey law provides the following standards not found in the 
Fair Labor Standards Act: 

(1) No Government contract work may be performed under working con- 
ditions which are unsanitary, hazardous, or dangerous to the safety and health 
of the employees. 

(2) Child labor is directly prohibited. 

(3) Time and one-half overtime payment is required for all work in excess of 8 
hours per day or in excess of 40 hours per week, whichever is greater. 

(4) There is no ceiling on the minimum wage that may be established under 
the act. The Secretary of Labor may establish minimum wages for employees 
working on Government contracts that are equal to prevailing minimum wages in 
an area. 

(5) Minimum wages may be adjusted when economic conditions change without 
returning to Congress for authority to do so. 

(6) It prohibits employment of convicts on Government contracts. 

(7) The law establishes standards for plants supplying the Government with 
materials to be consumed within a State. 

(8) The Walsh-Healey Act should not be repealed since it is complementary 
to the Fair Labor Standards Act. 





1 September 18, 1950, is the date on which the employers voluntarily installed a wage 
rate schedule that remained unchanged until the increases of March 1951 became effective. 
In the present proceeding the employers have asked, in essence, that they be permitted to 
return to their position in September 1950. 
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2. Workers in several industries have benefited from minimum wages set under 
Walsh-Healey Act 


The Secretary of Labor has set minimum wage rates at more than 75 cents an 
hour for work on Government contracts in the following industries: 


eee 

| 
illite Mini- 
Industry Location ~~~ mum 
| 


wage 


| 
Aircraft___-- | United States __- 
Chemical and related products: 
Bone black, carbon black, lampblack__-- lnc ofl ; --| Jan. 23,1951 1. 40 
Cleaning and polishing preparations, insecticides, eS ceid _do 85 
fungicides 


July 81950 | $1.05 


10 Southern States and |_....do 
Industrial and refined chemicals - ----- : 4, District of Columbia.'! 
lOther States___. do 
Dental goods and equipment, durable goods branch___| United States__. May 11,1951 
Drugs, medicines, and toilet preparations: 
Toilet preparations and cosmetics rasewencnell i Feb. 17.1952 
Other branches _- a pe eb. 17, 1952 
i I bean coh noch deen cece cans Various 2__ May 27,1940 
Men’s hat and cap, cap and cloth hat branch United States Nov. 16, 1948 | 
Metal furniture .do ; Dec. 6, 1954 
10 Southern States * .| Feb. 17, 1952 
RT ne ON oii ecnkspaeniseh-Sare nerdrens other States and Dis- -do 
trict of Columbia. 
Pressed and blown glass and glassware___-- ....| United States Aug. 
Small arms ammunition, explosives, related products: 
Small arms ammunition 
Blasting caps 
MS ects ase e sun wubb s 
Soap__- A etd Sateen 7 Feb. 25, 1950 
Sergical instruments and apparatus ae al ce Feb. 17, 1952 
Textile A Loans ae anit ae aie ae Feb. 21, 1953 
Uniform and clothing: 
Suit and coat a ‘ ...-.| May 8, 1948 
Heavy outerwear Sa : Jan. , 1949 
Woolen and worsted : ; .| May 7, 1954 20 


, 1949 


Apr. 20, 1952 





1 Maryland, Virginia, North Carolina, South Carolina, Tennessee, Arkansas, Mississippi, Alabama, 
Georgia, and Florida. 

2 Different minimum rates apply in each of 3 areas; $1.085 in 12 Southern States, $1.19 in 7 Midwestern 
States and East St. Louis, Ill., and $1.23 in the rest of the country. The minimum rates for auxiliary 
workers are 444 cents lower than the above in each area. 

3 Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, Oklahoma, South 
Carolina, Tennessee, Texas, and Virginia. 

‘ Determination of Secretary of Labor of $1 minimum, effective Feb. 21, 1953, has been stayed by Federal 
district court in Covington Mills vy. Durkin, so that the 87-cent minimum is still effective. 

5 Except auxiliary workers. 

§ Determination of Secretary of Labor of $1.20 minimum, effective May 7, 1954, has been stayed by Fed- 
eral district court in the Allendale Co. v. Mitchell, so that the $1.05 minimum is still effective. 


8. Fulbright amendment has crippled administration of Walsh-Healey Act 


(a) Amendment.—During the consideration of the Defense Production Act of 
1952, Senator Fulbright, of Arkansas, proposed three amendments to the Walsh- 
Healey Act. Two of these were dropped. They sought to define the term 
“locality” to mean the “city, town, village, or other civil subdivision in which 
the materials are to be manufactured” and the term “open market” to mean 
“materials and supplies of standard types and construction as are usually sold 
generally in the open market, regardless of the method used for Government 
procurement.” 

The third amendment was adopted after consideration by the Senate Committee 
on Banking and Currency. Labor was given a day in court only after consider- 
able protest against the attempt to ram this provision through the committee. 
The Senate Committee on Labor and Public Welfare never did consider or endorse 
the Fulbright amendment. No record vote was ever taken on the amendment in 
the Senate or in the House. 

This amendment provided for the application of the Administrative Procedures 
Act to the operations of the Walsh-Healey Act, formerly specifically exempt. 
Only the Secretary’s or Administrator’s right to grant exemptions to the statute 
remained unchanged. All rules, wage determinations, interpretations, and legal 
questions are subject to judicial review. 

By requiring rules, wage determinations, and interpretations to be subject to 
the Administrative Procedures Act, the amendment makes it necessary to give 
notice to the interested parties with adequate opportunity for them to partici- 








504 AMEND FAIR LABOR STANDARDS ACT OF 1938 


pate in the proposed rule making and with the right for them to petition for 
amendments or repeals of a rule. 

All wage determinations have to be made on the record of a hearing and there- 
fore compliance with sections 41 and 42 of the Administrative Procedures Act 
is mandatory. All persons, whether actually- selling or possessing the ability to 
sell, can demand. the judicial review of these determinations and has a right to 
institute them within 90 days after the determination is made. 

All persons may institute proceedings for a judiciay review of any legal ques- 
tion, including wage determinations and the meaning of the terms “locality,” 
“regular dealer,” “manufacturers,” and “open market.” 

This amendment overruled the previous finding by the Supreme Court that 
determinations by the Secretary of Labor under the Walsh-Healey Act were final 
since the Government had the right to set the standards under which Govern- 
ment contracts were to be carried out (Perkins v. Lukens Steel Co.). 

(b) Criticisms.—(1) Burdensome and unnecessary procedures prescribed: 
(a) Before determinations are issued, the Government must make elaborate 
preparations to conform with technical procedures. Motions are made and rul- 
ings requested even before the hearings are held. At the formal hearing techni- 
eal objections to evidence are now raised. Motions are made to complicate the 
procedure. The very formality causes the hearings to be protracted. Then fol- 
lows the preparation of the record at great cost in time and money. A proposed 
decision is then issued with invitations for written objections. After consider- 
ing further objections the final order is prepared and issued. 

Comments: (i) Secretary had always preceded action by informal conference 
with parties. Hearings were open and cross-examination was allowed without 
the need of formal motions. Thorough consideration was provided. 

(ii) Under current procedure, Secretary has not modified proposed orders as 
a result of objections which have unnecessarily delayed promulgation. 

(b) Procedure is slow moving as a result of the need for complying with 
technical details: 

(i) Action should be quick under Walsh-Healey Act to cover Government 
orders being issued, to prevent wage order from becoming obsolete, and to 
realize the act’s purpose. 


(ii) Legal tests start in the United States district court, the bottom of the 
judicial ladder. 

(2) Procedure discriminates against fair standards—Comments: (@) Tech- 
nical rules of procedure are inappropriate for quasi-legislative action by ad- 
ministrative boards usually exempt from Administrative Procedures Act or are 
only required to permit interested parties to present views. Thus, OPA, Depart- 
ment of Defense, State, Interior, and others have not been subject to technical 
rules of procedure. 


(0) Nonlabor phases of Government contract are not subject to the require- 
ments for formal hearings. 

(c) Government has right to lay down rules for Government contracts outlined 
by Congress. Congress decided there was a clear enough concept of prevailing 
wages for the administrative bodies to act and that, in awarding contracts, none 
should be given to those who pay less than such a standard. Implementation 
is a matter of internal management and not properly to be subjected to the 
formal requirements of the Administrative Practices Act. 

(d) Legal tests can be initiated by a person with no Government contracts 
if he represents himself as a source of supply. 

(3) Amendment opened up the Secretary’s decisions on scope of wage order to 
judicial review: (a) The original Fulbright amendments introduced a defini- 
tion of “locality” which would preclude designation of wide geographical units 
or the entire United States as a proper area for wage determination. This 
attempt was frustrated. But the proponents are trying to achieve by indirection 
that which they failed to accomplish through congressional action. 

(0) By filing a court order challenging the Secretary's finding of a single 
national minimum wage for the textile and woolen and worsted industries, 
various employers are seeking to nullify the Secretary’s determination. 

(4) Amendment opened up opportunities for legal action on definitions of 
“regular dealer,” “manufacturer,” and “open market.” (@) Many interests have 
long tried to divorce the prime contractor from his responsibility for subcon- 
tractors. This would permit the prime contractor to turn the contract over to 
nnother who would ignore the labor standards which the contract requires. 

(b) Many have tried to get an exemption from the act by contending that they 
sell identical or similar products on the open market and therefore should be 
exempt from labor standards set under the Walsh-Healey Act. 
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These are obvious subterfuges to get out from under the act. 

(5) Experience proves effective administration has been hamstrung: (1) The 
amendment has effectively hamstrung the administration of the act. The Secre- 
tary of Labor has promulgated two redeterminations of minimum wages since 
the adoption of the amendment. Both have been effectively enjoined by the 
courts under the provisions of the amendment. 

(@) The Secretary of Labor ordered an increase in the minimum wage for the 
textile industry from $0.87 to $1 effective February 21, 1953 (applies to cotton, 
silk, and synthetic branches). The Federal District of Columbia court stayed 
this order as a result of two suits. (Covington Mills v. Durkin and Alabama Mills 
v. Durkin), After 2 years this case has not yet come to trial. Only recently the 
Government submitted its brief. 

(b) In the woolen and worsted industry, the Secretary of Labor ordered an 
increase in the minimum wage from $1.05 to $1.20 for the broadwoven, yarn, 
thread, blanket, and pressed-felt branch, effective May 7, 1954. The Federal 
district court for the District of Columbia stayed this order as a result of a suit 
tiled by the Allendale Mills. The original order had been prepared on January 
19, 1953, but held up by the new Federal administration. More than 2 years 
later this case had not yet come to trial. 

(c) At the time of the passage of the Fulbright amendment (June 1952) hear- 
ings had been held for the following industries: Battery, canvas products, 
envelopes, metal business furniture, neckwear, paper and pulp, photographic 
equipment, scientific instruments, and tobacco. The orders for the metal furni- 
ture and paper and pulp industries were ready for signature. Only the metal 
business furniture order has been issued; it became effective on December 6, 
1954. 

Result: Two and one-half years after the passage of the amendment, the record 
is devoid of effective wage administration under the Walsh-Healey Act. 

The Fulbright amendment has vitiated the effectiveness of the Walsh-Healey 
Act in setting minimum wages for Government work in line with the prevailing 
minimum wage. The delay has been tantamount to nullification of the act since 
the new minimum rates will be obsolete before the orders are released from the 
judicial proceedings made possible by the amendment. 

(6) Legislative correctives: (@) We favor the full repeal of the Fulbright 
amendment. We wish to restore to the Secretary of Labor the rights he pre- 
viously possessed and no court actions shall be permitted to contest his findings. 
Bills introduced by Senator Green and Congressmen Fogarty, Heselton, Nelson, 
and Addonizio would accomplish this purpose. 

(b) Senator Payne, Republican, of Maine, and Senator Kennedy, Democrat, of 
Massachusetts, have introduced a bill which would permit the Secretary of Labor 
to use “such geographic area or areas as he finds to be appropriate, giving due 
consideration to locations of establishments, areas of marketing competition, or 
other competitive factors.” 

It is felt that through this chrification, the opponents of the act would have far 
less basis for utilizing the Fulbright amendment. 


(The following letter was received by the committee for the record :) 


TEXTILE WorKERS UNION OF AMERICA, 
New York 3, N. Y., April 27, 1955. 
Senator Paut H. DouctLas, 
Senate Office Building, Washington, D. C. 


Drak SeNaToR Douctas: In my testimony on Friday, April 22, I made refer- 
ence to an item in the New York Times dealing with the application of automa- 
tion to the apparel industry. May I ask that this item be included in the 


testimony? It is quoted below: 


“BLOUSE FACTORY EFFICIENCY 


“Automation has come to one of the largest manufacturers of women’s blouses 
in the world. Judy Bond, Inc., has installed an ‘automated’ order-filling system. 
It is guided by a push-button console that controls order-filling racks containing 
various styles and sizes. Lights flash and goods roll along automatic conveyors 
to the order-filler with little human intervention. The device is said to have 
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reduced direct labor required for warehousing and order-filling by 66 percent. 
Amount of floor space used for order-filling also has been cut 66 percent, accord- 
ing to the company. It says shipping-department capacity has been increased 
100 percent.” (New York Times, April 21, 1955.) 
Sincerely yours, 
SoLtomon Barkin, 

Senator Dovetas. Do you want to make a very brief supplementary 
statement ? 

Mr. Barkin. If I may, Senator. 

We have 2 witnesses, 2 employees. I would like to just make men- 
tion of one fact before I introduce these two witnesses to you, which 
is particularly important in our case. Ours has been converted into 
a modern industry. In my statement I have one calculation which 
will give you a measure of the degree of industrial change which has 
taken place. In 1947, the yards per man-hour produced by this indus- 
try was 7.8. In 1954, 10.8. These are presented on page 15 of our 
statement as a simple measure of the extent of the change. We have 
other documentation. 

Senator Dovexas. In other words, a percentage increase of only 
slightly less than 40? 

Mr. Barkin. That is right. And this is a very rough measure, but 
all of the detailed data senie that we have been experiencing a rate 


of change of 5 percent per annum. 

We are a modern industry. We set forth in our statement in table 1 
that 43 interests in our industry control two-thirds of the production 
in our industry. 

Senator Dovetas. Now, that is very important because in the past it 
has been said that the textile industry was the most competitive of 


American large-scale industries. It has been said that there were a 
thousands cotton mills, and they were all competing with each other. 
Now, what you are saying is that through the development of chain 
mills, through mergers, the concentration is going on very rapidly; 
is that correct? 

Mr. Barkin. Correct. 

Senator Dovexas. Is that true of woolens, too? 

Mr. Barkin. Correct. 

We have now eliminated most of the fiber differences. Each of the 
major companies manufactures cotton, wool, and all types of syn- 
thetic products. We have very few major companies left which merely 
manufacture products of one fiber, and the technology of the produc- 
tion of those types of products have become merged as well. 

Senator Doverias. As I remember it, Lawrence was the wool town 
and New Bedford and Fall River were the cotton towns. 

Mr. Barkin. Lawrence used to employ 25,000 woolen and worsted 
workers. It is probable that they employ less than 2,000 at the present 
time. The fiber and technical differences between the fibers: have 
disappeared, That explains one of the reasons, or is one indication 
of the tremendous change. 

When you have big corporations you have this technological change, 
and you get a measure of the thing that I was suggesting yesterday, 
which is happening in all of the low-wage industries. We are now 
living a new technological revolution which is affecting low-wage in- 
dustries, as well as those we read about daily. As a matter of fact, 
when I left the hearing yesterday I read the New York Times, and in 
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the financial page of the New York Times there was a story describ- 
ing the intr A to of automated billing systems in a blouse factory 
in the South. So you get a measure of the fact that these processes are 
equally applicable to low-w wage industry as well as to high. 

One other factor: The wage-bill increase when 3244 cents was put 
into effect in 1939 was 9 percent in the South: this" wage-bill increase. 
The outside estimate that we have for $1.25 now for the whole indus- 
try would be 7.4 cents. But more important, I think, you would like 
to hear from these two witnesses of ours, women who have accompanied 
Mrs. Brittain, to whom Mr. Pollock referred. Mrs. Brittain had to 
return. She left last night. 

As Mr. Pollock indicated, Mrs. Brittian is a victim of the efforts 
to organize. She was fired last week by the American Thread Co. in 
South Carolina. 

We have another of her associates, an employee there, who can tell 
the story as well, Mrs. Margaret Shepherd. 

Senator Dovetas. We are very glad to have you here, Mrs. 
Shepherd. 

Mr. Barkrn. Mrs. Shepherd, where do you live? 


STATEMENT OF MRS. MARGARET SHEPHERD, YORK, S&S. C. 


Mrs. SuHepuerp. York, S. C. 

Mr. Barkin. Are you married ? 

Mrs. SHEPHERD. Yes. 

Mr. Barkin. How many children do you have? 

Mrs. Sureuerp. Two. 

Mr. Barkin. What school do they attend ? 

Mrs. SHeruerp. Grammar school, first and second grades. 

Mr. Barkin. Is your husband presently employed ? 

Mrs. SuHernerp. He is inthe Army. I was fired, too. 

Mr. BarKin. Before you tell that, Mrs. Shepherd, your husband 
is now in the Army ? 

Mrs. SHEPHERD. Yes. 

Mr. Barxrn. How long has he been serving in the Army? 

Mrs. Suepnerp. He will be out in September. 

Mr. Barxrin. And how long have you worked in the textile industry ? 

Mrs. Suernerp. About 5 years. 

Mr. Barxin. How long did you work with the American Thread 
Co. ? 

Mrs. SuerHerD. Two years. 

Mr. Barkin. What was your job there? 

Mrs. SHEPHERD. Spinning. 

Mr. Barkin. And what shift did you work? 

Mrs. Suepnerp. Third shaft. 

Senator Dovetas. Is that the so-called graveyard ? 

Mrs. SHEPHERD. Go to work at 11 at night and get off at 7 in the 
morning. 

Mr. Barkin. Why did you choose the third shift ? 

Mrs. SHEPHERD. It was all I could get. 

Mr. Barkin. And what was your rate of pay at the third shift ? 

Mrs. SuerHerp. You made $1.1514, but you got a nickel more work- 
ing at night. 


62569—55—pt. 1——_33 
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Mr. Barkin. Your regular rate was $1.10, but you got a 5-cent 
bonus ¢ 

Mrs. SHEPHERD. Yes. 

Mr. Barkin. How much education have you had? 

Mrs. SHEPHERD. Nine years. 

Mr. Barkin. Will you tell about the nature of your work in the 
mill? What did you do? 

Mrs. SHEPHERD. Spin. You mean how many sides? 

Mr. Barkin. Yes. 

Mrs. SuHernerp. Fifteen, 

Mr. Barkin. How many spindles were there on a side? 

Mrs. Surenerp. There were 52, two sides. 

Mr. Barxrn. She had 15 sides, 128 spindles on each side. 

Senator Dovetas. If my multiplication is correct, that is 1,890— 
roughly 1,900 spindles. 

Mr. Barkin. That is correct, that she has to tend, and repair ends, 
and refeed, and do all of the service on. Now, are you now employed 
at the American Thread Co.? 

Mrs. SuHepuerp. No, sir; I left. 

Mr. Barxrn. Why were you fired ? 

Mrs. SHEPHERD. For union activities. 

Mr. Barkin. How do you know you were fired for union activities? 

Mrs. SHeruerp. Because at first I was laid off. He came back and 
told me several times that I was the best spinner in there, and wasn’t 
going to get laid off on account of it. Then I went back and worked 
about 5 weeks, and he fired me for causing disturbance in the plant. 
He told this woman if she “messed” with the union she would get fired. 

Senator Dovetas. He told Mrs. Brittain ? 

Mrs. SuHeruerp. No, Mrs. Heavener, and if she went anywhere else 
to get a job they wouldn’t give her a recommendation. I asked her to 
sign a statement to that effect, and he “fired” me for causing dis- 
turbance in the plant. 

Mr. Barkin. And that was the cause? 

Mrs. SuepHerp. Yes. 

Mr. Barkin. Will you tell the Senators just how you try to eke out 
a living and try to take care of your children with the income that 
you were receiving when you were working? 

Mrs. SuepnerD. I pay a lady $10 a week just to sleep with them. 
She didn’t do any work at all. I had to pay $2.50 to go to and from 
work; the cookstove was a dollar; the children’s clothes, $2; house 
rent, $5; payment on furniture, $4.50; life insurance, approximately 
$2.30; groceries, $10. 

Mr. Barxtn. And you have two children? 

Mrs. SuHepHerp. Yes. I couldn’t afford to buy a ton of coal at a 
time, and I bought a half a ton every 2 weeks. That was $9.27. Once 
a month the light bill averaged $3.50. Water was $1.50. 

Senator Dovetas. This is on a monthly basis? 

Mrs. Suepuerp. Yes. Frigidaire, $9. I did have to let all of the 
monthly bills go. I got help from my husband. 

Mr. Barkin. Now, is the condition that you Generibe rather common 
among your fellow workers in the community ? 


Mrs. Suepuerp. Well, I could get a job there where they paid 75 
cents an hour. 
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Mr. Barkin. You mean in other textile mills in York, 5S. C.! 

Mrs. Suerpuerp. Yes. I would have to pay $10 of that to get the 
¢ chee kept. Where I can stay at home, watch after them, and draw 

25 unemployment, the same that I would take home for work after 
I paid the woman. 

Mr. Barkin. Are you receiving unemployment insurance now ¢ 

Mrs. Suernerp. No, sir; not yet. 

Mr. Barxkrn. Will you be able to? 

Mrs. SuePHerp. Well, they penalize most of them 6 weeks. 

Senator Doveuas. If you are discharged you are not immediately 
eligible for unemployment benefits which are supposed to be confined 
to layoffs and for 6 weeks you will not draw any pay, any unemploy- 
ment pay ¢ 

Mrs. SHEPHERD. Some of them have a hearing, and they win the case 
and they get it. 

Mr. Barkin. We are going to contest this case, but I presume the 
legal proceedings here may be rather protracted until we establish 
her rights. 

Thank you. 

Senator Dovetas. Thank you very, very much, Mrs. Shepherd. 

Mr. Barktn. Senators, I would like to introduce Mrs. Alice Waters, 
who is from Gastonia, N. C., and as you know Gastonia is a very 
historic place in the history of the textile industry, and is known as 
the combed-yarn center of the countr y. It has another distinction of 
being one of the lowest-wage centers in the textile industry. 

Now, Mrs. Waters, are you married ¢ 

Mrs. Warers. Yes. 

Mr. Barkin. And how many children do you have? 

Mrs. Warers. Five. 

Mr. Barkin. And what school grades are they in? 

Mrs. Warers. Second, third, fifth, and eighth, and the eleventh. 

Mr. Barkin. And what is your job? 

Mrs. Waters. I am a winder. 

Mr. Barkin. A winder? 

Mrs. Warers. Yes. 

Mr. Barkin. Both of* you gentlemen know the textile industry, 
and coming from textile States, or one that was formerly a textile 
State, would know that. 

What is your rate of pay? 

Mrs. Waters. My base rate is 9514 cents. 

Mr. Barkin. What do you actually earn? 

Mrs. Warers. Right now it is around 97 cents. It will average 
that. 

Mr. Barkin. And how long have you worked in the textile industry ? 

Mrs. Warers. Eight and a half years. 

Mr. Barkin. And what has been your education ? 

Mrs. Warers. I am a high-school graduate. 

Mr. Barkin. Now, what does your husband do? 

Mrs. Warers. He is a city fireman. 

Mr. Barkin. Now, could you tell us about the difficulties or your 
experience in eking out a living while maintaining your family 

Mrs. Waters. I am a little a bit more fortunate than these women 
because my husband does have a steady job, and we can depend on 
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that, but if I didn’t work we wouldn't have some of the advantages 
we do have, and I pay the kids’ lunches which is $5.50 a week, and the 
groceries, and I have an automatic washing machine now, and I am 
paying for that, and it just goes like that, Mr. Barkin. 

Mr. Barkrn. Could you tell about other members of your family 
who worked in the same community ¢ 

Mrs. Warers. Well, my oldest sister, she is 44, she works for Arling- 
ton Mills, one of the members of Textiles, Inc., and last Monday she 
went into work and they told her instead of paying 80 cents for a 
box of yarn that they were going to pay her 50 cents, but they were 
also going to give her 25 more ends. I think she is a spooler. She 
spools and winds, both. But I think she was talking about spooling 
then. They gave her 25 more ends to run this yarn up on and she 
worked real hard that day, and she made $5.60, but she will have to 
be paid $6, according to the minimum wage now. 

Mr. Barkin. In other words, to be brought up to 75 cents minimum ? 

Mrs. Warers. Yes. 

Mr. Barkin. Would you like to ask Mrs. Waters any questions, 
Senator? 

Senator Doveras. Do you find many in the mill who are only 
getting 75 cents an hour? 

Mrs. Waters. Yes; there are a lot. In fact, this one mill has a 
prevalent wage of 80 cents an hour, and that is just 5 cents over. 

Senator Doveras. Are there some mills that only pay 75 cents an 
hour ? 

Mrs. Waters. You mean as a base rate? 

Senator Dove.as. Yes. 

Mrs. Waters. Well, I don’t know. We are organized in our plants, 
and there have been some cases where that is all the winder could ever 
make. They couldn’t come up to production. But we are fighting 
that now. 

Senator Doveias. Do you have any knowledge of mills which pay 
less than 75 cents and evade the law? 

Mrs. Waters. I have not heard of it. 

Senator Dovetas. So the law is being observed ? 

Mrs. Waters. Yes. 

Mr. Barry. If I may, Senator, in this area the going minimum 
ranges from 80 to 921% cents, in this community which is the largest 
combed-yarns area, despite the fact that in the organized centers of 
the industry the union minimum is $1.0314. 

We have tried to organize. This is the first plant which we have 
organized. 

When did we sign the contract in the plant? 

Mrs. Waters. In January. 

Senator Dovetas. Are there many who do not earn the minimum 
on piece rates? 

Mrs. Waters. Yes. When we don’t earn it they make 75 cents. 

Senator Dovetas. It looks as though the piece rates were being set 
too low in the mill. 

Mrs. Waters. We have a contract in there, as I said, but we aren’t 
very proud of it, and the people are afraid to join the union, and if 
we don’t stick together we can’t enforce our contract. 

Senator Doveias. What I mean to say is it looks as though the 
standard output per hour is set too high. 
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Mrs. Waters. Well, that is what we are fighting for. 

Mr. Barkin. Mrs. Waters comes from a mill where we have prob- 
ably the highest standard within the community, so that you get 
an illustration of a person describing conditions in the highest-paying 
mill in the community which we have just organized, and the type 
of problem which we are faced with by having about 120 other combed- 
yarn mills in the area, many of them owned by big giants like Threads, 
Ine. 

Senator Dovetas. Is this only one you have organized ¢ 

Mr. Barxry. Inthat community. We are organizing others. Fire- 
stone has a plant in there. United States Rubber has a plant which 
we are trying to organize. And these large corporations which are 
paying decent wages in the rubber industry are paying unconscionable 
wages to these textile workers simply because they exercise such great 
power of repression in the area. 

We have unfolded, as Mr. Pollock indicated, the story of the con- 
spiracy. They are not only paying low wages, but are preventing 
unionism from coming into existence in the area. 

Thank you very much, Mrs. Waters. 

Senator Doveias. Thank you. 

Mr. Barkin. This is something, Senators, members of the commit- 
tee, that I think you will find most useful. We do not have com- 
plete compilation, but we have the names of communities which have 
passed resolutions, the boards of aldermen and city councils, which 
have passed resolutions in favor of $1.25. We are waiting for au- 
thentication of these resolutions. 

May I read the names of the communities? There are 29 already, 
and we have indication of over twice that number that have passed. 

In the State of Massachusetts, 11 cities, boards of aldermen—and 
you see we are giving you the official communications signed or on the 
official stationery of these communities : Lowell, Boston, Medford, Fall 
River, Holyoke, Springfield, Ludlow, Worcester, Chicopee, New Bed- 
ford and Lawrence; in Maine, Old Orchard, Sacot, and other commu- 
nities will follow; in New York, Utica; in North Carolina, Brookford ; 
North Carolina has passed that resolution. 

If you would be interested, we could tell you an interesting story. 

Senator Dovetas. Is that for $1.25? 

Mr. Barkin. Correct. 

The board of aldermen of the town of Brookford, N. C., passed 
on April 14, 1955: 

We urge the Congress of the United States to increase the existing Federal 
wage minimum to not less than $1.25 an hour at the present session of Congress; 
and be it further resolved that copies of this resolution be sent to the chairmen 
of the appropriate committees of the House of Representatives and Senate in 
Washington, D. C. 

Senator McNamara. Is that one of the States that has the right-to- 
work laws? 

Mr. Barry. Right. 

Rhode Island : Woonsocket, Boroughville, and the State legislature 
passed a similar petition. Connecticut: Waterbury, New Britain, 
Hartford, Bristol, Bridgeport. 

In line with your own inquiries, you may be interested that many 
of these are representative communities where the Republican organi- 
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zation has supported the $1.25 minimum, so these are sort of crypto- 
Democratic Republicans. May I borrow from your characterization 
yesterday. 

New Jersey : Trenton, Elizabeth, New Brunswick, Hoboken, Passaic, 
Free Hope. 


We think that by the time your hearings have been completed there 
will be well on to 200 communities which have passed similar resolu- 
tions petitioning Congress to pass the $1.25 minimum; and, if I may, 
I should like to submit these for the record and be permitted to 
submit authenticated copies of similar resolutions for the record at 
this point in the record so they will all be assembled in one place. 

Senator Doveras. Now, is that all, Mr. Barkin? 

Mr. Barxrn. Correct. 

(The material referred to appears at the end of Mr. Pollock’s 
testimony. ) 

Mr. Potiock. Mr. Senator, may I have one last word, please, before 
we complete this? 


I would like to urge upon your committee to bring out a favorable 
report, of course, on increasing the minimum wage. We think that 90 
cents is completely inadequate. We don’t think that your committee 
needs to be concerned about the damage that increasing the minimum 
may do. 


I was interested in the exchange between Senator Smith and Mr. 
McDonald. I happened to testify before the House Committee in 1947 
urging a 75-cent minimum wage. 

With your permission—it is a matter of the Congressional Record— 
I would like to read a little exchange between Congressman McCon- 
nell from Pennsylvania, and myself. He was urging a flexible mini- 
mum wage, one that would rise and fall with the changes in the 


standard of living. And I, of course, was arguing against it. 
It starts like this: 


Mr. McConnety. We cannot write into a law that we are going to provide you 
with a certain nice standard of living. You are asking us to take’a set figure, 
a figure, and apply that to every industry, and to every section of America. 

Mr. Pottock. Yes; as a floor. 

Mr. McConneLL. Then it is essential that that floor be a reasonable floor, if 
you are going to apply it to every type of situation. 

Mr. Potiock. You are right, and we think 75 cents is reasonable. 

Mr. McConne tt. If you were going to apply it for an indefinite period, do you 
find there an argument for flexibility? 

Mr. Potiock. I do not think so. You and I just are not agreeing. 

Mr. McConneELu. But you are just giving a flat answer, that you do not think so. 

Mr. Potitock. No. We have not found the need for it yet. We have not changed 
the minimum downward as yet. 

Mr. McConne tt. It has not been changed downward, but we have changed 
the minimum. 

Mr. Pottock. Yes; upward. 

Mr. McConnett. That is because we are in particular kind of cycle. I cannot 
agree with you that the cycle will only go one way in America. If I thought that, 
I would load up with stocks, up to the hilt, because that would be the logical thing 
to do. Increased yearnings will cause increased stock prices. But it is not 
sensible to say that it will be only a one-way street unless you are going to 
discount all past history. 

Mr. Potiock. I am not saying that. I say that if we put a floor of 75 cents 
under wages it will help to make a recession less serious than it would be other- 
wise ; that is, by having that prop under our economy. 

Mr. McConngELL. I still cannot understand your objection to flexibility. 

Mr. Pottock. Then you could have to go downward, and we would have what 
we had after 1929, and that none of us wants. 
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Mr. McConne.t. As I have said before, the use of all these figures to prove that 
the minimum wage should be raised to a certain fixed point might as well be 
thrown out of the window, because you are using them only in one direction. If 
it is proper to use all those indexes, then we ought to adjust minimum wages 
according to changes in the figures. 

Mr. Pottock. My experience in the labor movement has been since 1921, and 
it has been that we have had to negotiate with employers under many different 
sets of circumstances. We have had to go in and negotiate wage reductions on 
the theory that it would give us more employment. But we have yet to have 
our first experience where taking a cut in wages has given us more employment. 
It has always resulted the other way. That is history. That is fact. We have 
never improved our living standards or gotten more employment because we 
walked in and took a cut. It did not make more work for us. 

Mr. McConne.vi. Of course your living standards are not going to be hurt if 
there is a change in the cost of living. If your wages came about with a propor- 
tionate reduction in the cost of living, your standards are not being hurt. 

Mr. Potiock. And they are not being improved, are they? 

Mr. McConneE.LL. You cannot keep moving upward always; that is what I am 
saying. 

Mr. Potitock. I do not know why we cannot. I do not think we have gotten 
to the end of our ingenuity in this nation. 

Mr. McConne i. There is a limit to everything. 

Mr. Potiock. Is there? What will be the limit, with atomic power coming in, 
in America? 


And so we went on. The same concern back in 1947 about raising it 
to 75 cents, and we find the same colloquy now when we are talking 
about raising it to $1.25. 

We still feel the same way. America is on its way up and the mini- 
mum wages must keep pace with other developments within our 
Nation. 

Senator Doveias. Thank you very much. 

Mr. Potiock. Thank yon. 

Mr. Barkin. That you very much, Senator. 

Senator Doveras. We will reconvene at 2:30, with Mr. Lewis, Mr. 
Wiess, and Mr. Schachter. 

(Whereupon, at 1 p. m., a recess was taken in the subcommittee until 
2:30 p.m. of the same day.) 


AFTERNOON SESSION 


. 


The subcommittee met at 2:30 p. m., Senator Pat McNamara pre- 
siding. 

Present: Senator McNamara. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator McNamara. The subcommittee will be in order. 

At this time we would like to hear from Mr. Marx Lewis, general 
secretary-treasurer, United Hatters, Cap, and Millinery Workers In- 
terational Union, A. F. of L. 


STATEMENT OF MARX LEWIS, GENERAL SECRETARY-TREASURER, 


UNITED HATTERS, CAP, AND MILLINERY WORKERS INTERNA- 
TIONAL UNION, A. F. OF L. 


Mr. Lewis. Gentleman of the subcommittee, I am the general secre- 
tary-treasurer of the United Hatters, Cap, and Millinery Workers 
International U nion, an affiliate of the ‘Amer ican Federation of Labor. 








514 AMEND FAIR LABOR STANDARDS ACT OF 1938 





Our international union represents approximately 40,000 workers 
employed in the men’s hat, cap, and millinery industries. On their 
behalf, and in common with the labor movement generally, both 
A. F. of L. and C, I. O., L appear in support of the proposal contained 
in Senate bill 662 which provides, among other things, for a $1.25 
minimum hourly wage. 

I would like to address myself primarily to that provision. I would 
rather discuss the provision as it will affect our industries and the 
workers employed in them than engage in a general discussion of 
the merits of a higher minimum wage. I am sure that your committee 
will have presented to it an abundance of the general arguments jus- 
tifying a higher minimum. 

In order to set forth our position as clearly as possible, I consider 
it necessary to furnish some background information which I believe 
is relevant. 

Approximately 80 percent of the workers employed in the headwear 
industries are members of our international union. In millinery the 
percentage would be closer to 90 percent. In men’s hats, the second 
targest of our three industries, the percentage would be about 75 
percent. In caps it might be closer to 65 percent. 

There are 3 characteristics which our 3 industries have pretty much 
in common and which, we feel, are affected by the minimum wage in 
the industry. For 1 thing, the industries consist of small units. That 
is particularly true of millinery and caps. It was to a lesser extent 
also true of the men’s hat industry, but certain trends have forced most 
of the smaller manufacturers to the wall, and only the brand names, 
advertised by the larger manufacturers, have been able to survive. 
Due to a number of factors, mainly hatlessness, there has been a con- 
sistent decline in dollar volume of sales and production. There is also 
an enormous and striking differential between union and nonunion 
wage rates. 

These factors, coupled with the seasonal character of each of our 
three industries, has caused a fierce struggle for survival. The key 
to an understanding of the economics of the headwear industries lies 
in an appreciation of the workings of competition carried to the utter- 
most limit. This situation, destructive as it is, is aggravated by two 
other factors: One of them is the labor costs, which as shown by a re- 
port and recommendation of Industry Committe No. 5, page 170, rep- 
resent on an average 31 percent of the total operating costs. That 
was in 1939, but the percentage has not altered much in the interven- 
ing years, In a close competitive market these costs furnish a wide 
field in which competition can be conducted at the expense of the 
workers, and more particularly those who are not organized and, there- 
fore, are in no position to prevent the competition from being con- 
ducted at. their expense, and at the expense of those manufacturers 
who are for one reason or another trying to maintain a decent wage 
standard for their employees. 

Another source of aggravation arises from the fact that the prod- 
ucts, regardless of where they are produced, or whether they are pro- 
duced under union or nonunion conditions, are sold in a national mar- 
ket, and retailers are fully aware that they can buy nonunion products, 
made by cheap labor, which will be comparable to those made in mark- 
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ets where higher wage standards and better working conditions 
prevail. 

The fact that the manufacturers who enjoy an economic and com- 
petitive advantage by virtue of their lower labor costs are in a minor- 
ity does not alter: materially the damage which they cause. It requires 
no elaboration to prove that in industries such as ours, as highly com- 
petitive as ours are, even a small group can be a disruptive “factor of 
substantial proportions. 

As a result of this competition, based, as I have stated, on the lower 
wage scales in the unorganized markets, the standards which have 
been established in the union markets as a result of years of intensive 
effort, and great sacrifices, are gradually being undermined. 

Illustrations from both the c ap and men’s hat industries will serve 
to demonstrate this point. 

The cap industry trad been organized, up until a few years ago, to 
the extent of about 80 percent. The or ganized workers had established 
wage standards and secured fringe benefits which were not extra- 
ordinary but which, with adequate employment, would provide them 
with a fairly decent standard of living. Wages for skilled workers 
ranged from $1.50 to $2 an hour. There were, in addition, employer 
contributions to health, welfare, and retirement funds which totaled 
another 7 percent. 

In recent years business has drifted away from the established mar- 
kets. The industry is now about 65 percent organized, and the non- 
union workers are becoming more numerous each month, while the 
markets in which the higher standards prevailed are shrinking. Dur- 
ing the past several years the organized workers have found it in- 
creasingly difficult to maintain their existing standards, and where 
they do it is at the expense of their employment opportunities. Eco- 
nomic improvement to which we feel they are legitimately entitled is 
out of the question. 

What has happened is that factories have set themselves up in areas 
where, due to local conditions, the 75-cent national wage minimum is 
also the maximum. There are no fringe benefits of any ‘kind. Or gan- 
izing them is difficult, because of the hostility of the dominant eco- 
nomic forces in the community who want to keep these industries and 
attract others by assuring them that labor is docile and cheap. In- 
timidation and coercion are practiced freely by the employers, the 
National Labor Relations Board and the Labor-Management Rela- 
tions Act to the contrary notwithstanding. 

Unless these wages are raised by legislation to a point which would 
approach those that prevail in the rest of the industry, we are not 
now thinking of doing anything that would close the gap completely, 
we can do nothing to improve the standards of these workers or protect 
the rest of the industry y against the destructive competition conducted 
at the expense of labor. The employers who utilize low-paid workers 
may be inefficient in a number of ways but their skill and adroitness in 
manipulating the advantages which a low minimum gives them is 
awesome. A piece-work system, for example, is intended to reward 
extra effort with increased earnings. Yet strange as it may seem it is 
employed to prevent the earnings : from going above 75 cents an hour, 
regardless of the amount of ‘production, and at the same time succeeds 
in its primary purpose of increasing the pace and productivity. 
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This is how that is done: A piece rate is determined where the norm 
of production is set at a level which only the fastest and most skilled 
employees can make 75 cents an hour. The average production, con- 
sequently, of most workers is considerably below that figure. The 
workers, of course, must be paid 75 cents an hour, but since under the 
system their earnings are 35, 40 or 50 cents, they are under tremendous 
pressure to increase their production. 

Other advantages also accrue to our Machiavellian employer. To 
begin with, he can now play the role of a local benefactor since he can 
prove that he is paying fi employees more than they are worth. And, 
of course, this is a very effective weapon in keeping a union out of the 
picture since the generosity of such an employer obviously must have 
its limits and a few well-placed hints now permissible under the revised 
NLRB decisions convince the workers that the employer simply can- 
not afford to pay union wages. And quite possibly such an employer 
can communicate his experience, suitably edited, to Congress as a 
reason for not increasing the legal minimum wage. I can only com- 
ment that if such skill and energy were to be confined to problems of 
manufacture and sales that firm could well afford to pay twice the 
present minimum. 

The situation in our men’s hat industry is not far different from 
what I have just stated to be the case in the cap industry. The men’s 
hat industry has for many years been located in the North and East. 
The wage scales which were established enabled the workers, with 
adequate employment, to make a living. Recently some of the com- 
panies have begun to decentralize their operations because of the 
competition from the low-wage areas. Factories have been established 


in Tennessee and Missouri where the national minimum is also the 
maximum. I visited one of these factories several years ago, when we 
were engaged in trying to organize it, and with few exceptions the 
wage there was 75 cents an hour. The highest wage was $1.15 an 
hour, paid to just 1 worker out of 160. 

Manufacturers in the higher wage areas claim that they cannot con- 
tinue to pomp indefinitely with employers who pay 75 cents an 


hour, while they must pay 2 or 21% times that amount. They must, 
they say, either fold up entirely or go and do as others have done, 
find low-wage areas in which to operate. 

We spent $2 million for a strike recently to defeat an attempt to 
create havoc for our industry and our workers by such removals. 
Had there been a reasonable attempt by legislation to prevent a gap 
between the higher wage and the lower wage areas that cannot be 
bridged by unionization because of the powerful forces arrayed 
against the labor movement in the low-wage areas we would not have 
had to endure this burden. 

An increase in the national wage minimum from 75 cents an hour 
to $1.25 an hour will not, in our industries, close the gap. But it will 
narrow it to a point where it might be possible for those who want to 
deal legitimately with their employees and enable them to maintain 
an American standard of existence to do so. We would reduce the 
high mortality rate which now prevails in the headwear industries. 
In human terms, it would mean for the workers relief from the un- 
certainty and fear which forever haunt them. 

The elimination of unfair competition based on the exploitation of 
labor is only one of the things we hope to achieve by a higher wage 
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minimum. It must never be forgotten that the fundamental purpose 
of the minimum wage is to remove and eliminate oppressive work- 
ing conditions. In enacting minimum-wage legislation Congress is 
in effect. stating that in common decency workers should not receive 
less than a certain amount. In time, as living costs have increased, 
as well as what has been considered the barest minimum required for 
subsistence, Congress has seen fit to increase the minimum by amend- 
ing the Fair Labor Standards Act more than once. Since 1949; the 
date of the last amendment, the cost of living has gone up for sub- 
standard workers nearly 18 percent. The pitiful inadequacy of 75 
cents per hour, or $1,500 a year, is only too plain when it is related to 
the emergency budget of $2,430 for a family of 4 required in 1955. 
When the seasonal nature of the headwear industry is taken into ac- 
count and appropriate reductions are made for the slack season, then 
the urgency of an increase is only too apparent. : 

I know that whenever it was proposed that the national wage min- 
imum be increased there were those, mainly the beneficiaries of low 
wages, who argued that it would be difficult for our economy to adjust 
itself to this increase, and they predicted serious consequences if Con- 
gress insisted on raising the national minimum. 

I recall how vigorously manufacturers in our industries opposed a 
proposal that the Secretary of Labor set a 40-cent minimum for our 
millinery and men’s hat industries when the national minimum was 
only 30 cents. One hat manufacturer in the Middle West testified 
at that time that raising the minimum from 25 cents an hour to 30 
cents an hour, which was required automatically, almost bankrupted 
him, and an increase to 40 cents would surely drive him out of busi- 
ness. He is paying now 75 cents, he has more plants than he had when 
he gave that testimony, and he is doing pretty well. In fact, he has 
some money left over with which to fight our union and pay to retain 
expensive lawyers to find ways and means of defying the decisions of 
the National Labor Relations Board and the courts’ decrees. 

The same thing happened when we tried to get a 40-cent minimum 
for the millinery industry. The entire southern industry appeared 
in opposition and predicted that if they had to compete with manu- 
facturers who were already paying for labor three and four times the 
amount they were paying they would be forced out of business. In- 
stead of 40 cents they are paying now in factories we have since union- 
ized $1.50 and $2 an hour, and they are doing better financially than 
when they testified here that they would go bankrupt if they had to 
pay 40 cents an hour. 

Our industries adjusted themselves when the national minimum 
vent to 40 cents, and they adjusted themselves again when it went to 
75 cents. So did our national economy. A survey made by the Bu- 
reau of Labor Statistics of the United States Department of Labor, 
and published in the Monthly Labor Review for March 1955, led the 
investigators to the conclusion that, and I quote: 
the short-run findings of these surveys showed a very high degree of adjust- 
ment to the increased minimum wage. 

None of the dire consequences, such as widespread unemployment, 
bankruptcies, and the ruination of our economy that were predicted, 
came to pass. They existed, for the most part, mainly in the imagina- 
tion of those who have always resisted higher standards for the work- 
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ers, and who, in spite of all the evidence to the contrary, believed our 
economy could flourish with millions of people unable to buy the tre- 
mendous output of which our economy is capable. 

I believe that the minimum should go to $1.25, and not_ as proposed 
by the Administration, to 90 cents an hour. It is true that the in- 
crease of 15 cents might take care of the increase in the cost of living 
which has taken place since 1950, when the present national minimum 
became effective. But it does not take account of the increase in pro- 
ductivity, which is in excess of or in the neighborhood of 20 percent, 
and which should be a material consideration in determining what our 
economy is capable of providing for the lowest paid of its citizens. 
Nor does it take into account the fact that an enlightened attitude 
should not attempt to tie the progress we are making to a cost-of-liv- 
ing adjustment when it is of paramount importance e, if our economy 
is to operate soundly, that the standard of living should be improv ed. 

It may be that from a narrow union point of view the raising of the 
wage minimum by law is undesirable. There are some who believe 
that the unionization of the Nation’s working force would be accel- 
erated if the workers were impelled to raise their wages by their own 
efforts, instead of depending on legislation. We know that many 
workers feel that whatever increases they received in the past were 
obtained without unions, and they are therefore not good material for 
organizational purposes. But whether this type of legislation helps 
or impedes unionization efforts we know that the best interests of the 
workers as a whole, and the best interests of the economy as a whole, 
require a substantial increase in the national minimum. 

Finally, I should like to add that all of the reasons which justify 
an increase in the national minimum wage for continental United 
States apply with equal or greater force to Puerto Rico. It is common 
knowledge that Puerto Rico, in order to induce investment, has offered 
business firms extraordinary concessions in tax exemptions and in 
other ways. And the Island has succeeded in its goal of industrializa- 
tion to a remarkable extent. 

But the enormous differential in minimum wage rates has con- 
fronted our industry with problems of great magnitude. It must be 
emphasized that in Puerto Rico, as in any State, production is made 
for a national market. This of necessity involves competition in the 
same market for all firms. Our cap industry, for example, had the 
bitter experience of observing a Chicago cap company virtually 
close down a business which employed between 200 and 500 employees 
in order to make a low bid for a Government contract for 6,833,000 
Navy caps. After securing the contract this firm then proceeded to 
move to Puerto Rico, recruit labor, and make the caps at a direct 
labor cost of 4 cents per cap, as against a direct labor cost of 19 cents 
on the mainland. These figures are a sufficient commentary on a 
situation which, if uncorrected, would not merely upset but would 
destroy the industry. 

T believe that in order to correct the situation to which I referred. 
the increase in the wage minimum for Puerto Rico should be no less 
than the increase voted for continental United States, and, if possible, 
the rate of increase should be considerably in excess of what is voted 
for the States here. 

T might say, Mr. Chairman, in addition I have a brief supplement 
giving our reasons for favoring a wider coverage. I don’t think it is 
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necessary to go into that, and also it gives some statistical data as to 
how industries adjusted themselves in previous years. I am speaking 
now of low-wage industries, and these are figures gotten from the 
United States Bureau of Labor Statisties. 

They all succeeded, Senator, though they were low-wage industries. 
They sueceeded very well in becoming adjusted. 

Senator McNamara, Is it your desire that that be placed in the 
record after your statement ? 

Mr. Lewis. If I ean do that I would be very grateful. 

Senator McNamara. Very well. 

(The material is as follows :) 


We are also in favor of wider coverage. A broad extension of the coverage 
would not necessarily affect the competitive problem which I have discussed 
in connection with the increase of the minimum from 75 cents to $1.25 an hour. 
But a wider coverage would provide a more adequate base for a more prosperous 
economy. 

Our economy is not nearly as secure as some are trying to get us to believe. 

In 1953 we enjoyed the most prosperous year in our history. We produced 
a record $365 million worth of goods and services, and unemployment was at 
a postwar low. 

Nevertheless, even in prosperous 1953, 23 percent of all families and individual 
spending units in the United States had total money incomes of less than $2,000, 
aceording to the 1954 Survey of Consumer Finances of the Federal Reserve 
Board. These 13 million families and individuals—over 30 million persons in 
all—live in actual want or en its fringe. Altogether they received only 5 percent 
of the total personal income received by all of us in 1953. In contrast, the 5 
percent of our families and individuals with incomes exceeding $10,000 took 
23 percent of the total. 

The Joint Congressional Committee on the Economie Report has pointed out 
that approaches to the problem of poverty are as numerous and complex as its 
causes, but the committee places special emphasis on the urgency for a more 
adequate minimum wage structure throughout the Nation. In fact, it is listed 
as one of the most important areas for action in the drive against the tragedy 
of need. 

Extension of the coverage will contribute to this result. Let us not be diverted 
from our purpose, and the need, by loud lamentations of the destruction with 
which we will be faced if we do what we know is needed. In spite of these 
lamentations the results in the past have been widely constructive. 
failures have declined as we raised the minimum. 

That the consequences of a higher minimum were not nearly as bad as the 
predictions made them out.to be, even in industries where “substantial pro- 
portions of the employees were receiving less than 75 cents an hour in 1949,” 
which was before the 75-cent minimum went into effect, are fully established 
from surveys which the Wage and Hour and Public Contracts Divisions of the 
United States Department of Labor made in March 1950, the results of which 
surveys are published in the March 1955 issue of the Monthly Labor Review. 

The survey covered five industries. In one of them, southern sawmilling, 69 
percent of the workers were getting less than 75 cents an hour. Another, the 
fertilizer industry, showed that 24 percent were below 75 cents. In the case of 
men’s dress shirts and nightwear, 37 percent were below 75 cents; in the three 
areas of the men’s seamless hosiery industry, the proportions receiving less 
than 75 cents ranged from 13 percent to 40 percent. 

The survey disclosed, according to the same source, that this immediate 
adjustment of the new rate had the effect not only of raising average earn- 
ings but of narrowing pay differentials between the low-wage portions of the 
several industries and those that had previously paid above the minimum. 


Senator McNamara. That completes your statement ? 

Mr. Lewts. Yes. 

Senator McNamara. I notice there are a couple of paragraphs sup- 
porting vour contention that the minimum wage should be raised to 
$1.25 an hour, and you cite some justification for this position. You 
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don’t seem to state, as others have, that the 75 cents was too low when 
established. Do you agree with the others who have come here that 
that was the situation ? 

Mr. Lewis. You may have noticed at the outset, Senator, I said there 
were many additional arguments that could be made. I was going 
to confine myself pretty much to the arguments in our industry. It is 
true it was inadequate. The Department of Labor in its report at 
that time said it was inadequate. 

We also know that since the original minimum wage was estab- 
lished, that is the 40-cent wage, that the manufacturing industries 
have given increases that now amount to three times what they were in 
those industries in those years. They were 65 cents an hour in 1938, 
and they have trebled since then. Now, if we were to do the same 
thing for those who require increases through legislation because they 
are not organized, it would be $1.25 there, and I am not speaking 
of fringe benefits now. 

Senator McNamara. Well, I think you have made a very fine state- 
ment. Iam sure that it will be helpful to the committee. I want to 
express our appreciation for your coming here, and to compliment you 
on the fine job that you have done for your people. 

Mr. Lewis. Thank you, Senator. 

Senator McNamara. Is Abraham Weiss, economist for Interna- 
tional Brotherhood of Teamsters, Chauffeurs, Warehousemen & Help- 
ers of America, ready to testify ? 

How do you do, sir. Weare glad to have you here. You may pro- 
ceed in your own manner. 

Mr. Werss. Thank you, Mr. Chairman. 


STATEMENT OF ABRAHAM WEISS, ECONOMIST, INTERNATIONAL 
BROTHERHOOD OF TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN 
AND HELPERS OF AMERICA 


Mr. Werss. I am here as a representative of the International 
Brotherhood of Teamsters. At my side is Mr. William Tyson, as coun- 
sel, who will be glad to assist in any questions you may ask. 

I want to express our appreciation for the courtesy extended to us in 
extending our material. 

In the 1614 years since the Fair Labor Standards Act was passed 
by the Congress, we have had an opportunity to observe the many 
benefits which it has conferred, both upon the employees in our work- 
ing force and upon the general economy of the country. We have 
also become aware of the fact that our growing economy demands its 
extension to many more of the millions of American workers who are 
not as yet included within its scope. 

The elimination of substandard wage earners in the United States 
through the provisions of the Fair Labor Standards Act will strength- 
en a segment of our economy which will enable us to go forward with 
an ever-increasing standard of living. Such a move by the Congress 
at this time would provide an expanding market for the products of 
our factories. It would enable many Americans who have not hereto- 
fore shared in our higher standard of living to participate in the 
growth which is a part of a stronger and more united America. 
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I should like to take this opportunity on behalf of the International 
Brotherhood of Teamsters to fully endorse the recommendations with 
respect to changes in the Fair Labor Standards Act which were made 
before this committee by President George Meany of the American 
Federation of Labor on Monday, April 18. We believe that Mr. 
Meany has well expressed the thinking of the employees of the country 
when he advocates increasing the minimum wage, shortening the work- 
week, and eliminating many of the unnecessary exemptions now con- 

tained in the Fair Labor Standards Act. Progress toward a stronger 
economy requires the needed changes which “President Meany out- 
lined to this committee in his statement. 

Aside from the remedial changes recommended by President Meany, 
the International Brotherhood of Teamsters would like to comment 
upon what we consider a retrogressive proposal for amending the 
Fair Labor Standards Act which is contained in 8. 1437, a bill intro- 
duced by Senator Capehart of Indiana. Instead of accentuating the 
remedial purposes of the Fair Labor Standards Act, an amendment 
such as proposed in S. 1487 would be a blow to many workers in this 
country. It would revert to the spirit of antilabor legislation which 
was so prevalent in the 19th century. We do not know of any reasons 
why such an amendment is needed at this time. Furthermore, it 
would upset a long line of Supreme Court decisions on the employer- 
employee relationship under the Fair Labor Standards Act, and other 
labor laws. 

The Capehart amendment, S. 1437: the International Brotherhood 
of Teamsters opposes the C apeh: irt amendment, S. 1437, on general 
grounds, but also, more specifically, as will be shown, because many of 
our members, and many employees in the motor transportation indus- 
try, would be adversely affected. Although the independent con- 
tractor problem is not peculiar to the trucking industry, it is present 
in such industry in its most varied and complex form, because of the 
mobile nature of trucking operations, and because of the highly com- 
petitive nature of the trucking industry. Since in this industry there 
is no single place or situs of employment for a majority of the em- 
ployees, most of whom perform the main duties of their employment 
on the public streets and highways where direct and continuous super- 
vision 1s difficult, if not impossible, it is a relatively simple matter to 
impress upon such employees an apparent status of “independent 
contractor” when in truth and in fact they are not. 

In a variety of industries, the abuse of the person who drives his 
own truck, variously termed the “owner-operator,” the “bobtailer,” 
the “owner-driver,” the “peddler,” and the “vendor” has directly 
threatened the standards of literally thousands of employees, which 
the International Brotherhood of Teamsters and its affiliates have 
achieved after years of vigorous, expensive, and difficult effort. 

Specific reason No. 1: S. 1437 is narrow and restrictive: the Cape- 
hart amendment, S. 1437, marks a backward step in labor and social 
legislation by restricting rather than expanding coverage. President 

‘isenhower and Secretary of Labor Mitchell have spoken emphatically 
of the need for extending coverage so as to afford protection of the 
Fair Labor Standards Act to more workers. 

Senator Capehart’s proposed bill does the opposite. It would ex- 
clude individuals who have the status of an independent contractor 
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under the old common-law rules. The fact that an individual may be 

called an dependent contractor would not necessarily exclude him from 
the present act. The effect of Senator Capehart’s amendment would 
be to exclude from the scope of the act many persons now entitled to 
its benefits. Instead of expanding and strengthening the act, the 
amendment opens it to piecemeal attack and slow undermining. All 
persons previously held to be employees covered by the act, but who 
do not meet the common-law rules will be exc luded from coverage. 

S. 1437 is more restrictive than the concept of the employer- em- 
ployee relationship used by the Department of Labor in its adminis- 
tration of another similar labor statute, namely, the Walsh-Healey 
Act. Section 40 (i) (2) of the Secretary of Labor's Regulations on 
the Walsh-Healey Act specifically includes “truck owners and opera- 
tors” as covered employees. The regulation states: 

When an employer subject to the Public Contracts Act engages an owner-op- 
erator of a truck or other equipment to perform any of the work necessary to 
the performance of the Government contract, the owner-operator is (prima 
facie) an employee of such employer. 

Under the proposed bill, owner-operators would be excluded from 
coverage of the Fair Labor Standards Act. 

Senator Capehart introduced his bill to clarify the definition of “em- 
ploy ee.” In so doing, he cited the Social Security Act and the Gear- 
hart amendment to that act. (Congressional Record, March 14, 1955, 
p. 2336). But in keeping with his narrow concept, he failed to indi- 
cate that the Congress considerably amended the Gearhart Act in 
1950 and again in 1954 to liberalize its provisions. He neglected to 
state that the present Social Security Act includes in the term “em- 
ployee” individuals who performs services under specified conditions 
in four occupational groups: certain agent-drivers (commission- 
drivers), full-time life-insurance salesmen, wholesale salesmen and 
homeworkers. Senator Capehart makes no reference to the fact that 
these employee groups are now considered “employees” by specific con- 
eressional amendments to the Gearhart resolution. Presumably he 
would not include these groups under the Fair Labor Standards Act. 

Specific fact No, 2: “Common-law” test is unrealistic and unwork- 
able: In its applic: ition, there is no single common-law concept or con- 
sistent lines of court decisions for distinguishing “employee” from “in 
dependent contractor.” There is variation not only between States, 
but also within any one State. This variation nullifies uniformity of 
application, since some courts have interpreted the common-law defi- 
nition of an employee very liberally while others have restricted its 
meaning to the exercise of substantial control. 

Instead of clarifying the distinction between “independent. con- 
tractor” and “employees,” which is a difficult legal issue in many cases, 
the Capehart amendment revives the confusion. The problem of 
identifying the so-called “independent contractor” in our industrial 
society is not a simple mechanical problem. Case law is chaotic. 
There have been few legislative concepts which have been applied 
more varyingly or inconsistently. Even the Fuller brush man has 
been variously classified as am employee and as an independent con- 
tractor. In view of the utterly indescribable confusion in this field of 
law, it is difficult to understand what S. 1437 was designed to ac- 
complish., 
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Many law review articles have fully considered the complete failure 
of the various “common-law” tests to establish any degree of uni- 
formity in the decided cases. See, for example, Stevens, the Test of 
the Employment Relation (38 Mich. L. Rev. 188 (1939) ; Leidy, Sales- 
men as Independent Contractors (28 Mich. L. Rev. 365 (1938) ) : Stef- 
fen, peeeneeet Contractor and the Good Life (2 Univ. Chi. L. Rev. 
501 (1935)); New York Law Revision Commission Report (Legisla- 
tive Doe ‘ument No. 65 (IK) 1939) ). 

If the common-law rules are ambiguous, passage of S. 1437 will 
not clarify them. The bill gives us no guide. The fact is that there 
is no rule of thumb that defines precisely the relationship between 
the employer and the employee. The common-law test is not a sim- 
ple, uniform, and easily applicable test for determining the employer- 
employee relationship. 

As Supreme Court Justice Rutledge stated : 

In short, the assumed simplicity and uniformity, resulting from application of 
“common-law standards” does not exist (VLARB vy. Hearst Publications, Inc., 
382 U. S. 111, 120 (1944) ). 

Point No. 3: The common-law test induces cireumvention of wage- 
and-hour standards: The common-law test proposed by S. 1437 in- 
vites evasion of the Fair Labor Standards Act by employ ers. Certain 
employers have altered the form but not the effect of their agreements 
with their employees for the specific purpose of avoiding the common- 
law “control test” of employer-employee relationship. Such a test 
is peculiarly subject to manipulation by employers, who commonly 

can dictate the terms of a written contract so as to exclude the appear- 
ance of control, even where the worker’s dependence on his job may 
actually subject him completely to the will of the employer. 

It would be naive to suppose that all the people working under 
so-called independent contracts are really independent operators. One 
needs no profound knowledge of the ways of the world to know that 
a man who depends for his bread and butter on his earnings from a 
job will generally take orders from the boss, no matter what elauses 
may have to be written into his contract. I cannot put this point any 
better than Judge C ardozo put it in a workmen’s compensation case 


in New York: 


If he does anything at variance with the will of his employer, its policy or 
preference, he knows that his contract of employment may be ended overnight 
(Glielmi v. Netherland Dairy Company (254 N. Y. 60, 63) ). 

The fourth point: The independent contractor problem ‘and the 
teamsters’ union: The International Brotherhood of Teamsters is con- 
cerned because the fine wages, hours, and conditions of employment 
which we have established through good faith collective bargaining 

can no longer be maintained if purported “independent contractors” 
doing precisely the work which employees perform, work for less 
wages, longer hours, and under less desirable conditions. Competi- 
tion between employers then becomes based upon wage chiseling rather 
than on efficient management and quality of the service performed. 

The teamsters’ union, probably more than any other labor organi- 
zation, has had to contend with the so-called independent contractor 
or owner-operator problem. Many companies have tried to convert 
agent-drivers or route-salesmen to owner-drivers in the delivery of 
processed foods, meat, bakery, milk, soft drinks, fuels, building mate- 

62569—55—pt. 134 
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rials, and in laundry, dry cleaning, and other services. Such activi- 
ties have been designed to avoid the collective-bargaining process and 
union wage and other standards. 

Similar occurrences have taken place in the hauling of general 
freight, where a relationship of independent contract is artifically 
created by mere formal written agreement to enable the employer to 
have “all the advantages of a private trucking service without any of 
its responsibilities.” 

Samuel E. Hill, Teamsters and Transportation, American Council 
on Publis Affairs, Washington, D.C. (1942) pages 16-18. The author 
reaches this conclusion after stating: 


In many cases some of the so-called contract operators were not independent 
operators at all, but were, in reality, employees of the company for whom they 
were hauling under contract. A good example of this is the trucking system of 
The Atlantic and Pacific Tea Company in Boston. The company once owned and 
operated its own trucks. After a period of operation of this sort the company 
decided it would be better not to own any trucks itself. So it proceeded to sell 
the trucks to the drivers, who were then hired on a contract basis to haul 
freight for the company. In cases such as these it is evident that the company 
has all the advantages of a private trucking service without any of its 
responsibilities (p. 18). 

Inevitably, the result, and frequently it has been the primary motive 
of this practice, has been to undermine union standards accomplished 
through collective bargaining. 

All owner-operator motor vehicle drivers are not necessarily subject 
to the act, but—and this is an important “but’—their inclusion does 
not depend exclusively on the independent contractor test under the 
common law, as Senator Capehart would have it by his amendment. 

Some trucking employers, in order to evade and frustrate national 
policy and to avoid the obligation of various social and minimum wage 
laws, adopted the device of either selling or leasing their delivery 
equipment to their employees, or arranged for the purchase of such 
equipment by their employees from others. The employee would then 
be required to lease such equipment back to the employer and furnish 
his own services as the driver of the leased equipment. Presumably, 
this created an “independent contractor” relationship between the em- 
ployer and the employee. 

Actually, however, the purported change in relationship was pure 
fiction since for all practical purposes the so-called independent con- 
tractor was still an employee, with none of the advantages and benefits 
which the laws provide for emplovees. In many instances such em- 
ployees are assigned fixed and definite routes, as a regular employee 
would be; work an assigned number of hours per day or per week: 
are given specified starting times; and a permanent relationship is 
contemplated, yet they are considered independent contractors. 

The union has been plagued for many years by the owner-operator 
problem, and the Capehart amendment promises to itensify the union’s 
difficulties. 

Many owner-operators regularly hire themselves and their trucks to 
a single company. For all practical purposes, such as owner-operator 
is still an employee. He is bound to his employer, by lease or contract, 
to serve such employer only and no other. He is subject to the em- 
ployer’s direction at all times. He holds his employment solely at the 
employer’s whim. He is not independent in any sense of the term. 
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He cannot carry on his own business or hold himself out to the public 
as an independent small businessman. He differs from other em- 
ployees in only one respect, he provides his own tools of the trade, just 
as other skilled craftsmen do. 

There are many court rulings which sustain the proposition that 
ownership of tools or vehicles does not alone convert an employee into 
an independent contractor where the employer has reserved the right 
of control. (For cases, see Joseph M. Jacobs, Are “Independent Con- 
tractors” Really Independent? DePaul Law Review, vol. III, No. 1 
Autumn-Winter 1953, p. 35, footnote 29.) 

Many such owner-operators are former employees. They perform 
exactly the same services as they did prior to the leasing or selling 
arrangement. The only real change in the relationship has been the 
transfer of owner ship of the vehic le from employer to employee: and 
in some cases there has been no real transfer of ownership but a pur- 
ported one, achieved through lease, rental, or other colorable 
transaction. 

The trucks involved still bear the name and distinctive markings 
of the employer: the employees still wear the uniforms required by 
the employer; the advertising, public relations, solicitation of cus- 
tomers, and good-will programs are still those of the employer. Inso- 
far as the public is concer ned, it is still dealing with the employer, not 
with a “little-business man” or ‘ “independent | contractor. 

These owner-operators are working people, many of them being rep- 

resented by the International Brotherhood of Teamsters. They are 
truckdrivers who own the tools of their trade. They hire not only 
themselves to the employer but also their equipment. As a result of 
competition, these owner-operators will sometimes take a fee for their 
equipment which is less than what it costs them to operate, and in that 
way undercut wage standards. Without union protection, the com- 
bined wage-rental fees of such owner-operators were constantly de- 
pressed. “In bar gaining for such employees the union sets fixed rental 
fees for the use of their equipment and provides for separate wage 
checks at the‘union contract rate for their services as drivers. 

The chief common-law test, as I understand it, in distinguishing 
between an employee or an independent contractor is to determine the 
degree of control over the way and manner in which the services are 
per rformed. But in many work situations involving teamster mem- 
bers, such as truck hauling, selling, and vending, and so forth, the 
nature of the job makes the exercise of control inexpedient, or unneces- 
sary, or impossible. The skill and the very nature of the drivers’ work 
permits an absence of direct supervision over the manner of rendition 
of their service. 

The Capehart amendment has a double-barreled effect on union 
standards. The common-law definition will foster use of owner- 
operators to obtain a competitive advantage based on differences in 
labor standards. And, as the union increases its standards, the tend- 
ency to use owner-operators for evasive practices also increases. 

The fifth point I should like to make is that the amendment is 
contrary to basic objectives of the act: 

The amendment, S. 1437, runs counter to the declared policy and 
purposes of the Fair Labor Standards Act, which is the “maintenance 
of the minimum standard of living necessary for health, efficiency, and 
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general well-being of workers,” section 2 (a). The act sets forth cer- 
tain specified exemptions. Too many, we believe. It also includes 
a broad definition of “employee” as “any individual employed by an 
employer.” The term “employ” is broadly defined by section 3 (g) 
as including “to suffer or permit to work.” This broad definition of 
employment appears to have been purposely adopted. 

The term “employee” should be liberally construed, to accomplish 
the humanitarian and remedial purpose of the act, which is designed 
to establish minimum wage and hour standards. A narrow interpre- 
tation of the term, as proposed by Senator Capehart, would not com- 
port with such purpose and would lead to circumventing of the act. 
This is particularly true when we consider that specific exemptions 
were listed in the act. 

We think the statement made in the report of the Committee on 
Ways and Means of the House of Representatives in connection with 
the Social Security Act amendments of 1939 is particularly appropri- 
ate in reference to the Fair Labor Standards Act also. 

This report said: 

A restricted view of the employer-employee relationship should not be taken 
in the administration of the Federal old-age and survivors’ insurance system in 
making coverage determinations. The tests for determining the relationships 
laid down in cases relating to tort liability and to the common-law concept of 
master and servant should not be narrowly applied. 

The sixth and final point on this amendment is in seeking to “pro- 
tect” one group, the amendment jeopardizes many more: 

In citing reasons for introducing his bill S. 1437, Senator Capehart 
lists as self-employed independent contractors “independent contract 
buyers of cream, poultry, and eggs and independent contract haulers 
in the dairy and other industries” (Congressional Record, March 
14, 1955, p. 2386). He wishes such groups to maintain their independ- 
ent contractor status for purposes of the Fair Labor Standards Act. 

If this is the sole group of employees with which Senator Cape- 
hart is concerned, then, I believe, he is making two errors. First, in- 
dependent contractors who are genuinely independent contractors are 
not now considered employees under the Fair Labor Standards Act. 

Second, if the purpose of the amendment is concerned with this 
particular group, it should deal specifically with them, rather than 
through the means of a wide open proposal, which would have the 
effect of restricting coverage for many other employee groups. The 
amendment in its present form would reverse the progressive trend of 
inclusive coverage in labor legislation generally. 

It is highly probable the amendment would jeopardize the cov- 
erage of industrial homeworkers, that group of workers needing the 
greatest amount of protection. Large groups of other workers, in- 
cluding redcaps and pieceworkers, might lose the benefits of the act. 
In addition, it is possible that the amendment would open the door 
under the Federal act for the employment of child labor in hazardous 
occupations. 

I should like, Mr. Chairman, now, very briefly, to turn to another 
point in connection with the Fair Labor Standards Act. This deals 
with exemptions in the act covering food processing. 

Aside from the amendment proposed in S. 1437, which it opposes, 
the International Brotherhood of Teamsters wishes to endorse very 
strongly the position taken by President George Meany of the 
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A. F. of L. in urging the removal of some of the numerous exemptions 
in the Fair Labor Standards Act from both the minimum wage and 
overtime provisions. We particularly urge the removal from the act 
of the exemptions for workers who are engaged in handling, process- 
ing, storing, distributing, and performing other operations with re- 
spect to farm, dairy, agricultural, horticultural, and fish and seafood 
products. Other exemptions which should be removed are those for 
workers in seasonal industries, for those engaged in canning opera- 
tions, for those employed as outside salesmen, and for those. employ ed 
as outside buyers. 

All of these exemptions in sections 7 and 13 of the FLSA should be 
eliminated. Many of these employees are now covered by Social Se- 
curity and Unemployment Compensation. All of these employees 
should be on a par in terms of minimum wage and overtime pay pro- 
tection with industrial employees. 

In conclusion, I should like to state that we oppose S. 1437. The 
present statutory test is proper for a remedial statute such as the 
Fair Labor Standards Act and has worked satisfactorily. 

To revert to the standards used before our industrial age grew up is 
to turn back the clock and to handicap the advance of progress. 

The Capehart amendment represents a reversion to a narrow, 
legalistic application of the common-law concept of master and serv- 
ant. This narrow concept would encourage certain employers to 
revise their contracts for the specific purpose of avoiding liability 
under the act, by purporting to terminate the employer’s right to 
control performance of service without actually materially altering 
the previous economic relationships. 

If enacted, this bill would make the form of the employment con- 
tract, rather than the substance of the actual relationship, determina- 
tive of coverage under the act. The employment relation should be 
determined in the light of realities rather than on the unrealistic basis 
of nomenclature alone. 

Thank you, Mr. Chairman. 

Senator McNamara. Thank you. 

I have no questions. I think that the statement is very complete. I 
think you have done a nice job. Thank you for your cooperation. 
You have been very helpful to the committee. 

Mr .Weiss. Thank you. 

Senator McNamara. Next, Mr. Leon B. Schachter, member of the 
international executive board of the American Amalgamated Meat 
Cutters & Butcher Workmen of North America, A. F. or L. 

We are very glad to have you here. Proceed in any manner that you 
see fit. 

Mr. Scuacuter. Thank you. 


STATEMENT OF LEON B. SCHACHTER, MEMBER OF THE INTERNA- 
TIONAL EXECUTIVE BOARD OF THE AMALGAMATED MEAT 
CUTTERS AND BUTCHER WORKMEN OF NORTH AMERICA, 
A. F. OF L. 


Mr. Scuacuter. Mr. Chairman and gentlemen of the subcommittee, 
my name is Leon B. Schachter. I am a member of the international 
executive board of the Amalgamated Meat Cutters & Butcher Work- 
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men of North America, an affiliate of the American Federation of 
Labor. Our organization has a membership of approximately 300,000 
men and women in the 48 States, Alaska, and Canada. They are 
chartered in more than 500 local unions in meat packing, retail mar- 
kets, poultry, canning, rendering, fishing, and allied industries. 

I appreciate the opportunity to present the views of our union on 
the vital legislation you are considering. Your deliberations will have 
immense consequences upon the economic health of America. Your 
final action will go a log way toward deciding whether millions of 
men and women will be able to share in the Nation’s rising standard 
of living or whether they will be forced to continue at a substandard 
existence. 

I should like to explain at the outset why the Amalgamated Meat 
Cutters and Butcher Workmen has such a great interest in the Fair 
Labor Standards Act and why we are urging amendments to that law. 
Most of our members earn wages far above the $1.25 minimum wage 
that we urge this subcommittee to approve. All but a small percent- 
age receive time and one-half for any work over 40 hours a week. 

However, we believe that we have certain responsibilities and that 
our work for the improvements of the Fair Labor Standards Act is 
the best way of meeting these obligations. Allow me to explain. 

The exemptions to the Fair Labor Standards Act and the disparity 
between the 75 cents an hour minimum wage and the amount of money 
required today for a decent existence has placed millions of unorgan- 
ized wage earners in the most poverty-stricken conditions. We believe 
that the men and women whose standards of living are steadily im- 
proving through the benefits of collective bargaining must help those 
fellow Americans who must look to the law for their only protection. 

Also, many of the employers in the retail canning, fishing, and poul- 
try industries who bargain with us honestly and fairly are penalized 
for assuring their workers a decent standard of living. The exemp- 
tions in the Fair Labor Standards Act are responsible for this penalty 
because they put the progressive employer at a disadvantage with 
ener who pay substandard salaries and maintain substandard 
working conditions. The Amalgamated feels it owes the progressive 
employers help in combating unfair competition. 

Finally, cae bargaining with some firms is made extremely 
difficult by the exemptions to the act. Employees of the same com- 
pany may be covered in one operation and exempt in another. The 
exempt employees processing the same food as the covered ones are 
made to feel as second-class citizens; they are made to feel inferior 
in respect to the work in which they are engaged. The Amalgamated 
believe this is an unhealthy condition. 

For these three reasons mainly, the Amalgamated appeals for an im- 
proved Fair Labor Standards Act. 

Minimum wage: We believe the minimum wage should be increased 
to $1.25 per hour. The need for such an increase has been detailed in 
many excellent presentations to you this week. I should like to en- 
dorse especially the arguments presented by President George Meany, 
of the American Federation of Labor. 

Since a recital by me of the case for the increased minimum would 
necessarily be repetitious, I should like to move on, instead, to a dis- 
cussion of the exemptions under the act and the changes we believe 
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necessary. I shall concentrate in this discussion upon the industries 
in which the Amalgamated is most interested. 

Coverage: Of the more than 44 million privately employed wage 
and salary workers in the United States, some 20 million—or 45.5 
percent—are not protected by the Fair Labor Standards Act. Mil- 
lions more are prevented from enjoying the benefits of one or more 
of the act’s provisions. 

These exempted workers are the ones who need the protection the 
most. They are the ones at whom this act is aimed. Yet they stand 
outside its provisions. To him that hath, shall be given; from him 
that hath not, shall be taken away. 

There is often little or no reason for these exemptions from coverage 
under the act. For example, why should the men who fish for oysters 
not be given equal treatment with the men who process oysters for con- 
sumption? Why should men and women working in the hatchery 
of a poultry processing plant not be covered, while workers in the 
slaughtering and processing plant of the same firm receive bene- 
fits ¢ 

In an actual case of the latter type, the exempt and covered wage 
earners work across the street from each other processing the same 
food product in a plant we have organized. 

A further example of the thoroughly illogical nature of the exemp- 
tion from coverage is offered by the retail ‘food business. Here is a 
huge industry whose employees are not protected by the Fair Labor 
Standards Act, but which positively should be. 

A trade association of retailers argued in a recent memorandum 
that the industry should be exempted from the act because it- 


is primarily small business and essentially local and intrastate in character. 


The fact is, however, the grocery business, including meat re- 
tailing, is now dominated by the large supermarkets. Consider the 
following statistics : 


Rise in supermarkets’ share of grocery sales 


Dollar Dollar 
Percent volume c Percent volume 
(billions) (billions 


wp wwonn 
wehbe 





Not av ailable, 


You will notice that in 1954, after a steady 15-year climb, the super- 
markets accounted for more than half of the grocery, inc ‘luding meat, 
sales. From 19.4 percent of sales in 1939, they moved to 52.3 percent 
in 1954. In this year and future ones, I am certain they will i improve 
both their percentage and their $18.2 billion volume of business. 

A report by the First National C ity Bank of New York on the lead- 
ing chain food stores’ business in 1954 declares, “Profit after taxes has 
gone up 18 percent over 1953.” The following are the 1954 profits 
earned by some of the leading chains: Kroger, up 19 percent; Ameri- 
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‘an, up 1.7 percent ; National Tea, up 64.8 percent ; Food Fair, up 37.5 
percent and A & P, up 4 percent. 

Only a flight of fancy would bring about the conclusion that these 
supermarkets were “small businesses” and only “local and intrastate” 
in nature. They are parts of national chains or they are huge busi- 
nesses that may operate in only one State, but they affect commerce 
because of their size and volume of business. There is no reason why 
their employees should not be covered by the Fair Labor Standards Act. 
This in fact is commerce—not the business of a small neighborhood 
grocer or butcher. 

And let me add here that the Amalgamated does not want small 
businesses brought under the act. We do not think that such action 
would be practical. Nor do we want the Federal Government to go 
into areas that rightfully and truly belong to the States. 

Another exemption pitfall is the very wide definition given “agri- 
culture” both in the act, itself, and in the Department of Labor regula- 
tions which interpret the act. The loose definition has kept large 
numbers of workers from the benefit of the law. A great number of 
exemptions have developed that are indefensible both logically and 
economically. 

In fact, the blanket exemption of agriculture from the act is both 
unjust to the agricultural worker and brings great dangers to em- 
ployees of related industries. The agricultural worker is undoubtedly 
the most neglected wage earner in the American economy. He receives 
the lowest wages: he is not covered by the Labor-Management Rela- 
tions Act; he is denied unemployment insurance when he loses his job. 

Many of these workers are not employed on family-type farms, but 
in huge, mechanized units, which resemble factories in many ways. 
These wage earners employed in industrialized agriculture are hired 
and paid in the same way as factory workers—except that they do not 
get as much. They perform simple, repetitive operations, just as 
workers in mass production industries. If there is any difference, it 
is that the agricultural worker’s task is often a harder one. 

The exemption of agricultural workers has acted like an infection, 
which spreads to the related industries. Agricultural workers are the 
first ones to be taken out of a protective act’s provisions; then come 
the men and women who process agricutural products. The result is 
extremely low wages not only for agricultural workers, but also for 
wage earners in the processing field. 

We believe it is time to stop this infecting process. The workers on 
the large farms should be covered by the Fair Labor Standards Act. 

In short, many of the men and women who most need the protection 
of the act are exempted from its coverage. These exemptions are 
unfair and discriminatory. Most are based on very little or no reason 
and even on alleged situations that do not actually exist. 

Maximum hours: Equally deserving of censure are the tolerance 
weeks and overtime exemption provided by the Fair Labor Standards 
Act. These permit an employer to operate without overtime pay- 
ments for 14 weeks of the year and with overtime payments only 
after a 12-hour workday or a 56-hour work-week. These exemptions 
have brought about a tremendous exploitation of people already 
forced to live on very low wages. 
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In canning of foods, for example, the picture of the harm done by 
these exemptions is clear. I should like to discuss this industr yasa 
‘ase study of the exemptions. 

Canning or packing of easonal foods come under the so-called 
tolerance weeks and overtime exemptions. The exemptions were to 
bring employment stability to the industry—a very qaryne aim. 
The record clearly shows that this was not achieved, but economic 
privation for the employees was. 

In 1954 when the average weekly earnings in all manufacturing 
industries was $71.65, the average weekly earnings in the canning 
and preserving industry was $54. 26. That is a difference of $17.39 
or 24.1 percent. The wages of the cannery workers was below the 
average of even nondurable manufacturing, of which canning is a 
part. For that average was $64.58 in 1954 —against $54.26 for 
canning. 

That is a shocking story of below-average wages. But even worse 
is the fact that the difference between the pay of cannery workers and 
that of the rest of the workers in the economy has steadily increased. 
In other words, the cannery workers are falling more and more behind 
the standard of living of the rest of the Nation. In 1945, for ex: imple, 
they earned $32.07 per week, while the manufacturing average was 
$44.39. They were only $12.32 per week behind the rest of the Nation 
then, as compared with the $17.39 difference of today. 

Here are some comparative statistics on that point: 


Weekly wages 


To > — 
; Difference ae 
Nondurable between all | .ondurabl 
. 1 a rie 

manufac- ining manufac- : 


U manufac- 
turing turing and cue cod 
it é 
Ci z 
ee canning 


All manu- 
facturing 


$44. 39 $38. 29 $32. 07 $12. 32 $6. 22 
54.47 50.17 | 39. 02 15 = 11.15 
71. 65 64. 58 1 10. 32 


There can be no question that the tolerance week and the overtime 
exemptions play a very large part in keeping cannery workers at a 
low wage level. The following statistics concerning the hourly wage 
earnings of employees in the canning and preserving industry will 
demonstrate that: 
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Canning and preserving 


Avertge Average | Number of 


. | a ni straight time | production 
Date | Earnings weekly hourly workers 
| earnings (thousands) 
| | 
is a $1. 191 | 39.3 | $1. 173 196.9 
1951 ___. eee ee 1, 286 | 39.5 | 1. 253 204. 2 
1952... - 1. 320 | 29.0 | 1. 290 197.9 
1953 ae 1.36 | 39.1 1. 331 204.5 
LU i eas 1.42 | 38.2 | 1. 396 | 186.8 
1953 | 
igs >) i aces atialvuncnn steht, 1.38 | 38.2 | 1.357 | 141.0 
—_ itthnsipara ace 1.40 | 38.0 1. 378 137.6 
MenOAi it 124. 2G 0. bse. Ye 1.41 | 37.6 | 1. 389 | 131.5 
Rs ee nee 1.41 36. 6 | 1. 393 | 143.9 
May- ii passes? Ae ee 1.39 | 37.6 | 1. 369 157.2 
PD ot bbc Deda Dadi ed Se Ktidgtane Shs Kahan 1.35 38.1 | 1. 328 | 178. 6 
telat age 1.34 | 40.3 | 1. 300 | 263. 6 
August... __- 1.35 40.1 1.312 | 324.7 
September-_- ca ae oT ee ia 1.34 | 41.3 | 1. 289 | 371.8 
October : -| 1. 36 40.1 1. 322 | 253. 0 
OP eieanks - ixtesesartsve~ dec 5gdete~etee 1.35 | 37.0 1. 332 | 183.8 
re tag tenn tates eee ee 1.41 | 37.9 | 1. 387 148.7 
i 
1954 | | | 
January a. ’ a 1.46 | 37.7 1. 438 | 132.0 
en et hion cu bdbdanth sas okbepebee pout 1.45 | 37.5 1.428 125.3 
ee ee 1.47 | 36. 7 | 1. 452 125. 9 
Bee: Ghisrdi) Bin.isihbad bai) Uissauk see 1.46 | 36. 2 | 1. 433 | 135.2 
eg ee se a 1.44 38.0 1.417 | 144.2 
Jamas. fs \ way 1.38 | 38.6 1. 354 165. 4 
July dl nse dices tet oie dD aac 1.39 39.4 | 1.359 225.3 
son tea ie foe vara cae elena eames moan 1.38 40.5 1. 337 306. 3 
Bentetibet .......0cs.cccstcictkthobek ail b iucka 1.38 40.8 | 1.334 332. 2 
eR et, er OR en ee 1.38 38. 4 | 1. 355 233.5 
NE en SP Oe a tatagt shade scab doee 1.41 | 36. 6 | 1. 393 171.3 
I ote ee 1.45 38. 2 | 1.425 144.6 
| 
1955 
alc ie pete nici oh oesiciacaiebenniae 1. 46 37.4 | 1.449 126.3 








The peak in employment is reached in late summer and early 
autumn, in August, September, and October. You will notice from 
the table above that it is during this period of heaviest employment— 
when employees work more than 40 hours—that the straight-time 
average hourly rate is lowest. 

A comparison of these wages with the results of a 1951 survey by 
the Bureau of Labor Statistics demonstrates how badly these men 
and women are faring. Assuming that the cannery worker can ob- 
tain employment for 50 weeks in the year—an often invalid assump- 
tion, by the way—and using the $54.26 average weekly wage of 1954, 
we find the cannery worker earned $2,613 a year. But the annual cost 
for a family of four at October 1951, prices ranged from $3,812 in 
New Orleans to $4,454 in Washington, D. C., according to a Bureau 
of Labor Statistics estimate of the city workers’ family budget in 
34 large cities. And the cost of living index has gone up some 12 
percent since 1951. 

If you will look at the last column of figures in the table on page 
8, you will notice that there has been a decline in the number of work- 
ers in canneries and preserving industry. For example, in 1950 
there were 197,000 production workers, in January 1953, 141,000, in 
January 1954, 132,000, and in January 1955, 126,000. This is not 
due to decreased production. Rather, the drop in employment is 


the result of mechanization, which displaces many people in the 
industry. 
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The employees have not shared in the benefits of mechanization. 
The fact that they cannot keep pace with the normal increase in 
wages of the rest of the American economy demonstrates that. The 
only result for them of increased productivity through mechanization 
is that they are displaced, that their job security is further endangered. 

For example, General Foods’ profit for 1954 was up 12.5 percent ; 
Libby, McNeill & Libby was up 3 percent; and Kraft Foods was up 
21.3 percent over the 1953 margin. 

There is no reason for exempting canning from the overtime pay- 
ments, It is not a poverty-stricken industry, but one that has a good 
profit margin. 

Many progressive employers in the industry realize their responsi- 
bility to their employees. They realize that their profits allow for 
the paying of overtime and they have concluded collective bargaining 
agreements with trade unions, including the Amalgamated, grant- 
ing time and one-half for work over 40 hours. Some of our contracts 
specifically mention the exemptions of the Fair Labor Standards Act 
and the employers bind themselves not to take advantage of the 
exemption. 

But, as I mentioned earlier in my statement, these employers are 
penalized for their fairness. They are put at a competitive dis- 
advantage by those canneries which work their people at low wages 
and intolerable hours without overtime pay. I do not believe the 
gentlemen of this subcommittee or the Members of Congress desire 
such a situation. The best means of ending it is ending the overtime 
exemption of the Fair Labor Standards Act. 

We believe that time and one-half should be paid to employees if 
they are requested to work more than 40 hours a week or more than 
8 hours a day. But a worker should earn a sufficient wage to allow 
him to support himself and his family after 40 hours of work. We 
further beleve that the national interest would be far better served 
if the workweek in all industries were 40 hours, the wage earners 
paid a living wage for that period, and more people hired by industry. 

I have gone to some detail into the plight of wage earners and 
progressive employers in the canning industry. But this is not an 
isolated business. The same story of low wages, except in the union- 
ized sectors; of placing fair employers in a difficult position; of 
exemptions without much reason could be given for other industries 
that are not covered by the overtime provisions of the act. This is 
especially true of the fishing, poultry and egg, and retail trade 
industries—businesses in which we have members. 

In the retail trades, for example, long hours are the rule except 
in the stores which we and other unions have organized. Our retail 
agreements for meat cutters and others who deal with meat, poultry 
and poultry products strive more and more for the 40-hour week. 
There was a time when our membership in retail markets worked 
between 48 and 56 hours per week without overtime. In 1951, only 
8.9 percent of our contracts provided for the 40-hour week. In 1955, 
that figure had grown to 33.1 percent. Today, only 20.4 percent of 
our contracts still provide for the 48-hour week, as compared with 
42.5 percent in 1951. 

That shows the tremendous gains being made under collective bar- 
gaining. But the exemption hampers our progress. We do not want 
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to put any of our employers in an impossible competitive situation. 
After all, they must stay in business and we feel we share in the 
responsibility for their remaining there. As a result, we have not 
been able to bring about the 40-hour week as generally and as quickly 
as we would like. 

There is actually no reason whatsoever for maintaining these over- 
time exemptions for large retail businesses. As I have shown pre- 
viously, grocery and meat sales are dominated by large national 
chains in huge stores that affect commerce. They make a sizable 
profit and could well afford to pay overtime. 


RECOM MENDATIONS 


These, Mr. Chairman and gentlemen of the subcommittee, are the 
facts concerning the exemptions from coverage, tolerance periods, 
and overtime exemptions. It does not make a pretty story. The 
results of exemptions in the industries with which we are familiar 
are economic privation for the employees. There is no reason why 
these men and women should be discriminated against, why they 
should be singled out for nonprotection. The reasons for their 
exemptions in 1938 when the Fair Labor Standards Act was first 
enacted are no longer valid. 

Therefore, the Amalgamated Meat Cutters and Butcher Workmen 
of North America, A. F. of L., recommends that you approve appro- 
priate legislation to— 

1. Increase the minimum wage to $1.25 per hour. 

2. Cover all groups of employees who fall under the Labor Man- 
agement Relations Act of 1949. (This can be accomplished by extend- 
ing coverage to “all activities affecting commerce.” ) 

3. Restore the original definition of “production,” which has been 
curtailed by the 1949 amendments, so that all workers engaged in 
any process or occupation necessary to production will be covered. 

4, Cover all chain retail and service enterprises which have at least 
five branches or total annual sales of at least $500,000. (Small busi- 
nesses will still be exempted under this amendment.) 

5. Remove all exemptions, including the tolerance period and over- 
time exemptions, from the canning, seafood, poultry, egg and any 
other agricultural and seafood processing industries. 

6. Change the blanket exemption for agricultural to include within 
the provisions of the act the workers employed by large-scale farms. 

These changes in the Fair Labor Standards Act will help to make 
a healthier America in both the economic and moral sense. We shall 
be able to increase consumption and thereby continue the upward 
trend of the Nation’s rising standard of living. We shall also be 
able to do something for the economically forgotten men and women. 
We shall be able to bring them up the scale, so that they, too, may 
be able to have a decent livelihood and perhaps even a few luxuries. 

I cannot stress too strongly that to help the under-privileged is 
the Nation’s moral duty—and one in which Congress must serve as 
the people’s agent in discharging. These men and women do not 
want charity, nor do they want Congress to prescribe their actual 
wages. They do want, and we believe they have the right to expect, 
that they be given the same protection as other Americans, that the 
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same minimum standards hold for them as for other wage earners. 
To do this not only helps them. It aids all Americans. 
Thank you, Mr. Chairman. 
Senator McNamara. In your statement you say: 


Cover all chain retail and service enterprises which have at least five branches 
and/or total annual sales of at least $500,000, 


You think that either one of those should be present, but not both, 
is that correct? 

Mr. Scuacurer. Yes. In supermarkets, some supermarkets may 
have only one store, but do $2 million, and so they are not small 
business. 

Senator McNamara. Thank you very much for your appearance. 
I am sure your presentation will be very helpful to the committee. 

This concludes one full week of hearings in which the subcommittee 
has received testimony from labor organizations. Hearings will 
resume 10 a. m., Tuesday, April 26, to hear members of the Senate 
who are sponsors of bills amending the Fair Labor Standards Act. 

On next Wednesday, the subcommittee will begin hearing testimony 
from employer witnesses. The first witness on Wednesday morning, 
April 27, will be the representative of the National Association of 
Manufacturers, to be followed by representatives of a number of trade 
associations. 

(By direction of the chairman the following statements by labor 
organizations submitted in lieu of personal appearances are made a 
part of the record at this point :) 


Tue $1.25 Per Hocr MINIMUM—STATEMENT OF THE AMERICAN FEDERATION O! 
HOSIERY WorKERS, AFL, PHILADELPHIA, Pa. 


The American Federation of Labor has isSued a general factual statement in 
support of the $1.25 per hour minimum. We endorse and support the arguments 
presented by the American Federation of Labor and include a copy of that mate- 
rial. However, we are presenting here for your consideration a statement in 
support of the $1.25 per hour minimum drawn from actual economic _expe rience 
in the hosiery industry showing the need in this industry for a $1.25 minimum 
wage and a basic 35-hour week. 

The American Federation of Hosiery Workers, AFL, which has represented 
the hosiery workers throughout the United States since 1913, requests that a 
minimum wage of $1.25 per hour be established and that the Fair Labor Stand- 
ards Act be amended to provide payment of time and half for overtime after 35 
hours per week. 

The union makes these requests because the nature of the hosiery industry 
presents to employers and workers alike problems which they are unable to solve 
for themselves and which require governmental assistance. 

1. Hosiery industry wages, especially seamless hosiery wages, are far below 
levels necessary for maintenance of decent living scales. 

2. Concentration on price competition has depressed wages severely. Neither 
workers nor employers are able to control this result of price competition; only 
governmental action can help. 

3. The hosiery industry has been ailing since 1950 and threatens to become a 
chronically sick industry. 

The existence of continuing depression in this and other industries threatens 
the general economy. Inadequate consumption occasioned by extremely low and 
declining wages can lead to reduced demand for the products of other industries. 
This would mean a cutback in production in these industries and increased unem- 
ployment. 

The economy’s health requires prompt and effective action to cure the de- 
pressed condition of segments of the economy. 
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BACKGROUND OF SEAMLESS HOSIERY INDUSTRY 


The seamless hosiery industry manufactures men’s socks, children’s and in- 
fants’ hosiery, ank'‘ets and women’s stockings with no seam on circular ma- 
chines. 

In 1954, 599 seamless hosiery mills, employing an average of 62,408 workers, 
produced 107 million dozen pairs of hosiery. 

The industry is a seasonable one. The average hours worked are always much 
below 40 hours per week. It is located primarily in the South were 84.5 percent 
of the total product is manufactured. North Carolina, Tennessee, and Georgia 
are the chief Southern States, with Burlington, Hickory, and High Point, N. C. 
the leading seamless hosiery producing cities. In the North, Pennsylvania is 
the leading State with Philadelphia and Reading the chief cities. 

The seamless hosiery industry follows more closely than most the classic 
pattern of pure price competition. 

Most producers are small and their decisions have little or no effect on the 
market. There are few widely known brand names or other product identifi- 
cations. Entry into the industry is almost unlimited. 

In 1952, according to a BLS study, mills employing from 21 to 50 workers 
accounted for about 27 percent of production in the men’s, 18 percent in the 
children’s, and 32 percent in the women’s divisions. Almost half of the women’s 
and children’s hosiery mills and almost two-thirds of the men’s hosiery mills 
were located in communities of under 25,000 population. 

Little capital is needed to start a new mill: a few knitting machines costing 
from $2,300 to $3,000.apiece, plus some auxiliary equipment, are all that are 
required. Existing machinery never seems to wear out or become obsolete. It 
is either stored or sold to another manufacturer. It is rare indeed when a 
manufacturer junks seamless machines. Consequently as soon as business 
looks good, new firms spring up and low-wage employers jeopardize the posi- 
tion of firms with higher wage levels. 

As already indicated, seamless hosiery consists of a number of different 
types—men’s, women’s, and children’s—each having its own style factors, prices, 
markets, plants, and wage structures. Manufacturers of infants’ hose are rarely 
found producing men’s fancy socks and vice versa. Within each group the 
variety of styles is endless and the shifts in styles sudden. Numerous colors 
and color combinations such as elastic tops or clocks are required. 

The manufacture of these styles requires a variety of machinery, attach- 
ments, and colors. Three types of knitting—transfer top, automatic, and 
string—each with its own type of machinery are most commonly used. Each 
style requires that the machine be set up all over again. Each type of machine 
can knit only certain kinds of socks. Men’s fancy argyle sport socks cannot be 
produced on the same machine which knits work socks. Elastic tops cannot be 
produced without attaching special gadgets. The variety of machines is so 
great that no one manufacturer can possibly own all of them. Moreover, the 
frequent and sudden style changes force him to have some equipment standing 
idle most of the time. It is perfectly possible for a manufacturer lacking the 
proper machinery to be shut down while his neighbor across the street who has 
the right machinery is running full blast. Or a manufacturer may have to store 
away certain machines for years until there is a demand for their product once 
more. As a result, the employer has heavy overhead costs which he cannot 
reduce. . 

Similarly the industry requires cotton, rayon, nylon, and wool yarns in an 
assortment of qualities and colors, but usually only in small quantities. When 
material is tight the employer encounters difficulties in obtaining yarn because 
his requirements are too small to give him first claim on a spinner’s output and 
too varied to allow him to establish his own spinning mill. As likely as not the 
style most in demand will require a yarn which he cannot obtain. 

The hazards to the manufacturer from shifts in market demand are not allevi- 
ated by brand names, style setters, price leaders, or direct selling outlets. Brands 
are practically nonexistent, thus intensifying the struggle for the market. The 
few companies known for particular types of hosiery do not control sufficient 
production to set either styles or prices. The selling agent rather than the mill 
is principal distributor because most mills are too small and the market too 
large for them to establish their own outlets. 

As a result, the seamless manufacturer has no way of protecting himself from 
fluctuations in the market. When the market drops he must cut prices in order 
to obtain orders because his competitors have already cut theirs. 
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THE MAJORITY OF THE WORKERS ARE WOMEN 


Women compose at least 75 percent of the work force in seamless hosiery. 

Women are employed in all the principal occupations except that of knitting- 
machine fixer which is confined exclusively to men. ‘While some men are found 
in knitting and boarding, the remaining occupations—looping, examining, mend- 
ing, pairing, folding, boxing and stamping—are exclusively female. 

The Bureau of Labor Statistics survey showed that “even when employed in 
the same occupation men usually had a wage advantage varying from 8 to 50 
percent.” 

In order to protect women in the low-wage occupation from wage discrimina- 
tion a substantial increase in the minimum wage is necessary. 

(Please refer to State minimum budgets for women in AFL material below.) 


THE MAJORITY OF THE JOBS ARE SEMISKILLED 


Not over 10 percent of the jobs in the industry are skilled, and semiskilled 
jobs offer little opportunity for advancement to a higher earnings level. 


LEGAL MINIMUMS 


The seamless-hosiery industry needs outside help because it cannot control its 
own low-wage structure. As has already been pointed out, the employers can- 
not control wage rates. Unions are equally helpless. The industry is not exten- 
sively organized so that control in union shops has little effect in unorganized 
shops. 

Legal minimums previously established by the Government have had a notice- 
able effect on earnings. Before the NRA code minima were established, average 
earnings were approximately 19 cents an hour. After the minima were estab- 
lished, they rose to 38 cents an hour. When the minima were removed they de- 
clined to 35 cents. On October 24, 1938, a 25-cent minimum was established by 
the Fair Labor Standards Act which resulted in wage increases to one-fifth of 
the workers in seamless hosiery. On September 18, 1939, a 3214-cent minimum 
for the industry became effective resulting in further increases to half of all 
seamless workers. As a result of these increases, average hourly earnings rose 
to 41 cents by September 1940. On July 21, 1941, a 36-cent minimum for the in- 
dustry went into effect giving further increases to 44 percent of the workers. By 
November 1941, average hourly earnings for the industry had reached 46 cents. 
On February 15, 1943, the minimum of 40 cents went into effect. At the same time 
the National War Labor Board established a voluntary minimum of 50 cents an 
hour which employers could pay upon approval by the Board. By July 1944 
earnings had increased to 59 cents. In February 1945, the National War Labor 
Board increased its voluntary minimum to 65 cents. By March 1946, seamless 
earnings had increased to 69 cents. In August 1946 the Wage Stabilization Board 
increased its voluntary minimum to 73 cents. By November 1946 seamless earn- 
ings had risen to 79 cents. Since November 1946 wage increases due to higher 
minimums, as well as to other factors, occurred in both organized and unorgan- 
ized mills. As a result average earnings in January 1948 climbed to 86 cents. 

A BLS study in November 1952 of the economic effects of the increase of the 
minimum to 75 cents per hour in the men’s seamless-hosiery industry released 
August 1954 shows that the wage-cost increase required in Hickory-Statesville, 
N. C., area where wages were lowest was estimated at 6 percent; in the Reading, 
Pa., area it was 3 percent; and 1 percent in Winston-Salem-High Point, N. C., 
area. 

The report in a summary of effects stated, “The higher minimum appeared to 
have little determinable effect on nonwage variables. But it did exert signifi- 
cant influence on wage structures in the industry.” Frequently seamless average 
hourly earnings did not exceed Government minimums by very much, indicating 
that a large number of seamless workers were being paid at or only slightly above 
the minimum. The legal minimum for learners now in seamless is below the 75- 
cent minimum. Learner’s rates are from 6714 to 72% cents per hour. 

Increased minimums resulting in increased earnings have not discouraged 
production or employment in the seamless-hosiery industry. Quite the contrary. 
Production has increased along with earnings. In 1933 when average earnings 
reached a low of 19 cents per hour, production in dozens per month reached an 
average low of 6,149,000. By the time that the 25-cent minimum was established 


in October 1938, production had climbed back up to 7,953,580 dozens per month. 








538 AMEND FAIR LABOR STANDARDS ACT OF 1938 


When the minimum was increased to 324% cents in September 1939 production 
had reached 8,151,991 dozens per month, and by the time the minimum was 
increased to 36 cents in July 1941, production had increased to 9,192,175. After 
the establishment of the 40-cent minimum in February 1943, production went up 
to 9,509,217 dozens per month (April 1943). During 1944 and 1945 the war 
scarcity hit the seamless-hosiery industry and production declined at the very 
time that the War Labor Board was raising minimums on a voluntary basis 
to 65 cents. After V—-J Day, however, raw materials again became available and 
both minimums and production increased. Since 1949 up to and including 1954, 
production has averaged between 8144 million to over 9 million dozen pairs per 
month. In 1950 when the minimum was increased to the present 75 cents, pro- 
duction increased about 8 million dozens over 1949. 

Price is set by an impersonal mechanism, the market. 

Wage levels, too, are governed by the market, for constant pressure to reduce 
prices brings constant pressure to reduce wages. 

But we in this country have moved beyond a time when we believe that wage 
levels should vary with market conditions no matter how low these conditions 
forced them. We have adopted the concept that minimum standards of decency 
exist and we have taken steps to guarantee them to American workers. 

We have recognized the need for collective bargaining and we have adopted 
legislation to protect these standards. 

In this case collective bargaining has not worked. Most workers in the seam- 
less-hosiery industry are not represented by any union. It is necessary, then, 
if we are to continue our guarantees of certain minimum standards to look to 
legislation. 

The minimum wage has failed to keep pace with the increase in the average 
hourly earnings for the seamless industry. Average hourly earnings have in- 
ereased 80.9 cents per hour or 230 percent since 1938 while the minimum has 
increased 50 cents per hour or 200 percent in the same period. 


Average hourly earnings: 


Te ta cee ak tee $1. 160 
Coenen enn ia earl ential ae ce i Ral il 351 
I re esnips tease ia . 809 
Minimum wage: 
Neen nen eee a ras Ren cm ile eal ilies 75 
Ba atten ns ealee inca eteieeeeec patentee 25 
I ITED Aor ate ni . 50 


We feel that the fact that the minimum wage has failed to keep pace with 
wages in the seamless hosiery industry, the third lowest paid manufacturing 
industry in the economy, demonstrates how unrealistic the present minimum 
wage is. It relates to a pattern of prices and wages which has disappeared. We 
must adjust to the facts of today and revise the minimum wage upward in the 
amount made necessary by changed economic conditions. 

In November 1952 the latest occupational study made by the BLS showed that 
82.7 percent of the workers were earning below $1.25 per hour. Average hourly 
earnings have increased from December 1952 from $1.09 per hour to $1.13 for 
December 1954. Therefore it follows better than 80 percent at present of seam- 
less workers are earning below $1.25 per hour. 

In 1950, the year the present minimum became effective, employment increased 
from an average per month of 62,515 to 66,723. For the years 1951, 1952, and 
1953, average employment was slightly over 65,000 per month. The average 
employment dropped to 62,408 for 1954, but this was during a time of general 
economic recession. 


BACKGROUND OF FULL-FASHIONED HOSIERY INDUSTRY 


The full-fashioned hosiery industry manufactures women’s stockings with the 
seam up the back, primarily of nylon. 

The full-fashioned industry is also a seasonable one. Like the seamless 
industry, average hours worked are always below 40 hours per week, 

The full-fashioned hosiery industry in this country on January 1, 1954 (the 
latest data available) had 683 companies operating 757 mills with 9,017 knitting 
machines. It employed an average of little less than 59,000 workers in 1953. 
Over half of the mills (56 percent) are in northern States, about 38 percent 
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in southern States, and 6 percent in the West. Though the North has most of 
the mills, the South has most of the machinery. In January 1954 the southern 
States had about 54 percent of the full-fashioned machines, and manufactured for 
1953, 62 percent of the production. The North had 40 percent of the machines 
and with the 6 percent in the West, manufactured 38 percent of the production. 

A full-fashioned stocking is knitted flat starting at the top and ending with 
the toe, on a knitting machine which is the major piece of equipment. It is a 
16-ton precision machine with about 180,000 parts capable of knitting 30 or 
32 stockings at 1 time in about 35 minutes. The cost per machine is about 
$40,000. 

The next major operation is seaming, where each flat knit stocking is seamed 
up the back from toe to welt on a special high-speed sewing machine. After 
seaming the stocking is examined and then is ready for finishing operations. 
One of the important finishing operations is preboarding where the stockings are 
stretched over metal forms and given pressurized steam treatment which 
permanently sets the shape. The stockings are then dyed, again boarded for 
drying and smoothing, and after that they are inspected, matched for length, 
stamped and boxed for market. 


THE FULL-FASHIONED INDUSTRY IS HIGHLY COMPETITIVE 


The industry is made up of small mills. The average number of machines 
operated by a mill in 1953 was just short of 12, and 72.1 percent of the mills 
operated 10 machines or less. The mills range in size from one machine 
units to huge companies. The 2 largest companies have 400 to 500 machines. 
However, the industry is essentially small scale. No company produces as 
much as 10 percent of the industry output. The plants are generally integrated 
in that they perform all of the operations from start to finish. Some of the 
smaller companies engage only in knitting their products. The undyed stock- 
ings (greige goods) go to commercial finishers or integrated mills for dyeing 
and related finishing operations. Some manufacturers make branded hosiery 
only, others unbranded, and still others make both. It is estimated that less 
than 30 percent of ladies’ full-fashioned hosiery sales are of branded merchandise. 

There is a constant influx of new enterprises. Entrance into the industry has 
not been difficult despite the high cost of new knitting machines. Second-hand 
equipment is always available and one knitting machine is all that is necessary 
to get into the business, since the knitted fabric can be sent to other companies 
for finishing. Because their labor costs are often very low due to low-wage 
policies those businesses offer severe price competition to the more stable com- 
panies. Once in business, producers, large or small, are eager to reduce their 
unit costs by operating machinery on a 2- or 3-shift basis. This, of course, adds 
to the total output thrown on the market and depresses selling prices. 


INDUSTRY OVERPRODUCED 


The major difficulty in the industry is that there are too many dozens of nylon 
hosiery produced. Shipments increased from 39 million dozen pairs in 1946 to 
5214 million in 1952 and leveled off at about 50 million dozen pairs for 1953 and 
1954. There are 58 million potential customers in the country’s female popula- 
tion 15 years of age or over. However, with the 9,017 knitting machines in 
place in 1953 those machines operating 3 shifts of 40 hours per week have a 
potential capacity of between 85 and 90 million dozen pairs. The industry has 
9,000 machines where 6,000 machines would be enough to turn out the current 
volume of 50 million dozen pairs. 

Technological improvements have contributed to the greatly increased produc- 
tive capacity of the full-fashioned hosiery industry. 

The problem presented by more and more automaticity in manufacturing must 
be faced in this industry, too. We believe that the benefits of increased pro- 
ductivity can be best realized for all the people by an increase in the minimum 
wage and a reduction in the standard work week. 

For over 5 years price cutting has plagued the industry. Wholesale prices in 
June 1954 had sunk to 39 percent below the 1947-49 base. The decline in whole- 
sale prices is directly reflected in low retail prices. Full-fashioned hosiery is 
one of the rare commodities that holds such a distinction. 

Wages which were already lower than union wage scales began to move down- 
ward in nonunion mills in the latter part of 1951 and have steadily continued this 
trend since with no bottom in sight. Union mills powerless to stop this wage 
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cutting were forced into this vicious cycle in order to try to remain competitive 
and in business. Average hourly earnings for the industry reached their peak 
in January 1952 and provided for a United States average of $1.564 per hour, 
North, $1.601, South, $1.533 : however, in December 1954 average hourly earnings 
had dropped to $1.47 for the United States, North and South and the trend is 
still downward. 

During the post World War II period the industry expanded from 475 mills 
in January 1946 to a total of 819 mills in January 1952. During this rapid expan- 
sion new high-speed knitting equipment was installed in the new mills. Similar 
new equipment replaced old and obsolete equipment in established mills. From 
January 1946 up to and including December 31, 1954, there were a total of 731 
new mills established and during the same period there were a total of 419 
liquidations. In 1953 there were 42 more liquidations than there were new mills. 

Employment rose in full-fashioned from 66,803 in 1949 to 69,816 in 1950, when 
the present minimum became effective. 

The latest BLS (November 1952) occupational wage study of the full-fashioned 
indicates that 42.1 percent of the workers earn below $1.25 per hour. Since the 
trend, since that time, has been downward we estimate that such a study taken 
touay would show that at least 42 percent are earning below $1.25 per hour. The 
legal minimum for full-fashioned learners at present in some occupations is from 
70 to 7214 cents per hour. 

It becomes clear that in the hosiery industry competition has often come to 
mean competition to see which employer could cut his wages most. In the 
absence of an effective trade union this has meant continually lowered standards 
of living for the families of hosiery workers as the cost of living mounted. 

An increase in the minimum wage to $1.25 per hour will have a significant 
effect upon the policies of hosiery manufacturers. With competition in wage 
cutting reduced by law the manufacturers of hosiery will be forced to return 
to competition in the areas of efficiency in production, merchandising, and 
distribution. 

If this can be achieved the whole economy will be the beneficiary. 

The 40-hour week is obsolete and has outlived its usefulness. There is need 
for a reduction in hours of the basic workweek to 35 hours per week. Produc- 
tivity of the economy has jumped by at least 18 percent since January 1950. 
The increase in productivity for the hosiery industry has increased tremendously. 
In 1940, 91,466 hosiery workers were engaged in the production of ladies’ full- 
fashioned hosiery. Total production of ladies’ full-fashioned hosiery for that 
year equaled 41,870,000 dozens. 

In 1952, 61,967 hosiery workers produced 51,806,000 dozens of ladies’ full- 
fashioned hosiery. 

This means that in 12 years, productivity in the hosiery industry has so 
changed that 32.5 percent fewer workers produced 23.7 percent more hosiery. 

In addition to the general factual information prepared by the American Fed- 
eration of Labor, a budget study made by the Heller Committee for Research 
in Social Economics of the University of California, September 1954, shows that 
a wage earner requires from $5,335.19 to $5,628.59 per year to maintain a “com- 
monly accepted” standard of living. This estimate is based on the prices in 
the San Francisco area. According to the Consumers Price Index this is only 
1.2 percent above the average cost of living for the United States. 

Assuming the average worker is employed 2,000 hours in a year, the $1.25 
minimum wage would yield a worker employed at the minimum rate an annual 
income of $2,500. This is more than 50 percent below the Heller budget wage 
level required to maintain a socially acceptable standard of living. 

A realistic floor of $1.25 beneath wages and a change in the act to provide 
payment of time and one-half for overtime after 35 heurs per week would be 
important factors in preventing undesirable industrial dislocation and unfair 
competition as well as exploitation of low-wage employees; would boost pur- 


chasing power, living standards, and productivity, create more jobs; and would 
be important economic stabilizing factors. 





SUPPORTING REASONS FOR $1.25 MINIMUM 


(The following factual material was sent to all affiliates by President Meany 
in support of a higher minimum wage.) 


I. The minimum wage has failed to keep pace with the general increase in 
wages. 
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From June 1938, when the Fair Labor Standards Act was enacted, to February 
1955, average hourly earnings of factory workers increased from $0.62 to $1,585, 
a rise of $1.23. By contrast, the minimum wage has risen only 50 cents. Thus 
enactment of the $1.25 minimum wage would still mean that the increase in wages 
since 1938 of the lowest paid workers employed at the minimum would be consid- 
erably less than the increase in the general wage level. 

II. The minimum wage has lagged behind increases in living costs and pro- 
ductivity. 

From January 1950, when the 75-cent minimum wage went into effect, to Janu- 
ary 1955, the Consumer Price Index of the Bureau of Labor Statistics has in 
creased by 14 percent. During the same period, the productivity of the economy 
has jumped by at least 18 percent. Even if the minimum wage were to reflect 
no more than the increase in living costs and productivity, it would have to be 
at least $1. 

But with the minimum wage set at such a low level, the relative position of low- 
wage workers in the economy would be exactly the same as 5 years ago. Only 
a minimum wage substantially higher than $1 would assure a significant increase 
in the living standards of low-wage workers and their families, the kind of eco- 
nomic improvement to which they are certainly entitled in an expanding economy. 

III. Past experience provides assurance that industry can absorb a substan- 
tial increase in the minimum wage. 

When in 1950 the minimum wage was raised from 40 to 75 cents, opponents of 
this improvement freely predicted that many industries would not be able to pay 
the increased minimum. Instead, after the 75-cent minimum took effect, practi 
cally no plant shutdowns or worker layoffs resulted from the higher minimum 
despite the fact that it was almost double the previous minimum rate. 

The Department of Labor studied the effects of the 75-cent minimum in 5 low- 
wage industries—southern sawmills, men’s dress shirts and nightwear, fertilizer, 
men’s seamless hosiery, and wood furniture—and found that even though the 
higher minimum required increased wages for a substantial proportion of the 
workers in those industries, the adjustment to the higher minimum rate was 
made with “only very minor determinable effects.” This experience indicates 
clearly that if the minimum wage is increased to $1.25, which would involve a 
smaller percentage increase than the rise in 1950, low-paying industries can and 
will adjust to the higher minimum when they are required to do so. 

1V. The $1.25 minimum wage is needed to maintian a minimum standard of 
living. 

CITY WORKER’S FAMILY BUDGET 


The Bureau of Labor Statistics has estimated a city worker’s family budget 
for a family of 4 in 34 large cities for October 1951. This budget is defined as 
“the total dollars necessary to provide family health, worker efficiency, nurture 
ot children, and social participation by all members of the family.” 
mum budget for adequate family living. 

In October 1951, this minimum budget ranged from $3,812 in New Orleans to 
$4,454 in Washington, D. C. Since October 1951 the cost of living. as indicated 
by the Consumer Price Index of the Bureau of Labor Statistics, has risen by 2 
percent, so that these budget figures would be slighly higher at the present time. 

Assuming the average worker is employed 2,000 hours in a year, the $1.25 
minimum wage would yield a worker employed at the minimum rate an annual 
income of $2,500. This is far below the minimum budget for adequate family 
living in any of the 34 cities covered by the BLS survey. 


It is a mini- 


MINIMUM BUDGETS FOR WOMEN 


A number of States have compiled budgets in connection with the administra- 
tion of minimum-wage laws applying to women workers. These budgets repre- 
sent the minimum necessary living expenses for a self-supporting woman without 
dependents. The following are the budget figures for States which have com- 
piled budgets since 1952: 

Arizona, February 1954, $3,312.16. 
District of Columbia, May 1953, $2,208.97. 
Massachusetts, February 1954, $1,723.07. 
New York, September 1952, $2,442. 

New York, N. Y., September 1953, $2,521. 
Washington, May 1952, $2,664. 

Assuming 2,000 hours of employment, a worker receiving $1.25 would have an 
annual income of $2,500 which is about the amount necessary in most of the 
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above States to support a single woman without dependents on a minimum basis. 
Yet, it is obvious that the average worker with a family to support needs a 
much larger income than a single woman without dependents to maintain even 
the minimum standards of living for himself and his family. 

V. The $1.25 minimum wage will improve the nutrition, health, housing, and 
education of low-wage workers and their families, thus contributing to a general 
advance in sociai conditions for the entire community. 

Low wages breed illness, slums, illiteracy, crime, and juvenile delinquency. 
The many studies which have been made of the direct contribution of low incomes 
to the incidences of illness, prevalence of bad housing, and lack of full educa- 
tional opportunity for members of low-income families have demonstrated beyond 
doubt the tremendous costs to the community of low wages. 

Thus, low wages take their toll not only in the poverty and misery of the 
families directly affected, but also in increased costs for social and community 
services which must be borne by the entire community. Firms employing workers 
at unduly low wages are actually being subsidized by the rest of the community. 
An increase in the minimum wage to $1.25 will make possible at least a minimum 
standard of living for low-wage workers and their families and marked social 
and economic benefits for everyone. 


To the Chairman and Members of the Senate Subcommittee on Labor, Senate 
Committee on Labor and Public Welfare, Senate Office Building, Wash- 
ington, D. C. 

CHAIRMAN SENATOR DOUGLAS AND MEMBERS OF SUBCOMMITTEE: We are a 
group of retail employes and other interested citizens of Madison County, IIL, 
which is within the St. Louis labor market area, and who are interested in 
justice for retail employees in the field of fair labor standards. We have be- 
fore us a statement of Mr. Rowland Jones, Jr., president of the American Retail 
Federation, made before your subcommittee on May 2, 1955, which is so obviously 
full of half-truths, innuendos, and pure falsification that we cannot sit idly by 
and let it pass without challenge. 

Mr. Jones states, “the evils which produced legislative action in this field 
by Congress in 1938 do not exist to any substantial degree in retailing” and “the 
record shows that these evils in the main involved sweatshop practices and 
the runaway shop coupled with selfish advantage taken by some in times of 
economic depression and high unemployment.” 

Speaking from first hand knowledge and experience, of which Mr. Jones either 
has none, or else is deliberately falsifying, we know of substantial numbers of 
cases in our area where retail employees are today, receiving much less than 
subsistance wages, some as low as 45 cents per hour. Are these not sweatshop 
practices? The fact is that retailing has a long reputation for the most notor- 
iously low wages of any segment of the American industrial economy, barring 
none. 

Mr. Jones states, “retailers, large and small, are not the dictators of their 
wage policies.” That this is false is attested to by the fact that retailing enjoys 
the dubious distinction of having the highest personnel turnover rate of any 
segment of the American economy, barring none. If the employees don’t like 
the wages paid, they can quit, is the callous pronounced philosophy of a large 
majority of retailers, and that is what millions do each year. Is this not dicta- 
tion of wage policy? Mr. Jones boasts of the fact that, “at present, hundreds 
of thousands of retail store employees are high-school students, college students, 
older women, and part-time workers,” and, “with the higher wage cost which 
will result from the proposed legislation, most of these employees will be elimi- 
nated in favor of fulltime workers with a higher degree of efficiency.” This is 
a frank admission that the retail industry today is subsidized by these unfortu- 
nate people who are at the mercy of these greedy employers, and by their in- 
efficiency. In our experience, this is the most frequent and vocal criticism 
expressed publicly of the retail industry. Where these conditions have been 
alleviated or eliminated by unionization of the retail employes, the employers 
are enjoying the highest levels of efficient production and profits in their history. 

Mr. Jones states that wage rates paid in one town “have little or no effect on 
conditions in another.” Speaking from our own experience again, with the 
corporate and other organizational setups of this industry, wages paid in San 
Francisco, or Philadelphia, or Cleveland, do have a direct bearing on those paid 
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in St. Louis, or even Alton or the smaller cities in the southern Illinois coalfields, 
just as wages paid in Herrin, Ill, affect those paid in nearby cities. Mr. Jones 
states that “If the wages and hours of retail stores need regulation, this should 
be done at the State levels.” This is a big laugh. If we wait for our State to 
act in this field, we probably will not need it by the time it occurs. We have been 
trying to get this done in our State for more than 10 years but our most power- 
ful oppositions come from retailers, who maintain regulations, if any, should be 
at the Federal level but who really want no laws whatsoever, either State or 
Federal, to curb their nefarious practices. 

Mr. Jones states that “the retailer who pays less does not depress other retail 
wages, as happens in manufacturing. It simply means that he does not get the 
best employees available and as a result his business suffers.” The fact is, low 
wages paid in any industry in an area do tend to depress all industries in the 
entire area. And the last statement is the most powerful argument for enact- 
ment of minimum-wage legislation to protect the small-business man’s position 
we have heard advanced so far. Such legislation would likewise tend to elimi- 
nate inefficiency and increase the ability of retailing to pay higher wages and 
profits to all concerned. 

Mr. Jones makes a point that retail employees are, for the “most” part, not 
subject to seasonal layoffs, and that during intervals between customers, retail 
employees “may relax.” These statements only further illustrate his inexperience 
actually working in a retail store or his disregard for the whole truth. 

And finally, Mr. Jomes states that, “If retailing should be blanketed under the 
Fair Labor Standards Act, directly or indirectly, retailers might find it necessary 
to drop out of local distributive-education programs.” In our considered opinion, 
this statement is a dastardly threat, implied but nevertheless impressive to some, 
in the attempt to perpetuate an exemption from coverage of retail employees, 
that never was and never will be justifiable. As long as this unfair discrimina- 
tion continues to exist, retail employees will remain second-class citizens in the 
American economy. We, therefore, urge you with all the sincerity and vigor at 
our command to continue to work for enactment of legislation that will relieve 
the plight of millions of American workers from the mercy of those elements 
who for selfish and mercenary motives wish to perpetuate the status quo and 
thus are standing in the way of progress in the richest country on earth. 


Paul H. Jones, 138 East Third Street, Roxana, Ill.; Jerry Dalton, Alton, 
Ill.; Wm. Pfaff, 1715 State Street, Alton, Ill.; Eiliene Keiper, 
117 Easton, Alton, Ill., and Charles M. Meyers, 815 Arch Street, 
Alton, Ill. 


(See letter p. 555) 


MEMORANDUM OF ENGINEERS AND SCIENTISTS OF AMERICA IN SupPpPorT oF 8, 662 
INTRODUCED BY SENATOR HERBERT H. LEHMAN TO AMEND THE FAIR LABOR 
STANDARDS ACT OF 1938 TO ESTABLISH A MINIMUM HouRLY WAGE oF $1.25 AND 
FOR OTHER PURPOSES 


STATEMENT 


The Engineers and Scientists of America is a federation of labor unions whose 
membership consists principally of professional employees in the engineering 
and scientific fields. The undersigned, Joseph Amann, is president of the Engi- 
neers and Scientists of America. 

The participating unions which constitute the Engineers and Scientists of 
America represent approximately 40,000 professional employees. 

Engineers and Scientists of America support 8. 662, which was introduced by 
Senator Herbert H. Lehman on January 21, 1955, for the purpose of increasing 
the minimum hourly wage provided for by the Fair Labor Standards Act of 1938 
to $1.25 and for various other purposes. 

This memorandum is addressed principally to the following two provisions of 
S. 662: 

“(1) Section 6 (a) (1), which provides that every employer shall pay to each 
of his employees covered by the act wages ‘not less than $1.25 an hour or such 
higher rate as may be prescribed in the applicable order of the Secretary * * *’; 

“(2) Section 13 (a) (1), which provides that the provisions of sections 6 and 
7 of the act shall not apply with respect to ‘any employee employed in a bona 
fide executive, administrative or professional capacity earning, on a salary basis, 
at the rate of $6,000 or more per annum * * *’” 
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RAISING THE MINIMUM WAGE TO $1.25 AN HOUR 


While the members of the Engineers and Scientists of America enjoy minimum 
wage levels under collective bargaining in excess of $1.25 an hour, this factor in 
no way detracts from the real impact of substendard wage levels in low-wage 
areas generally upon the wage and salary levels of organized engineers and 
scientists. Experience has shown that the existence of substandard wage 
minima will inevitably have a depressing effect upon wage levels throughout in- 
dustry and from area to area. The wage and salary levels of engineers and 
scientists are no exception to this rule. The acquisition of professional attain- 
ments does not immunize against economic laws of supply and demand. Engi- 
neers and scientists like other wage and salary earners have to contend with 
the forces of the market place. The effective organization of substantial num- 
bers of professional and technical workers in the ranks of Engineers and 
Scientists of America stands as real evidence of this stubborn fact of economic 
life. 

But Engineers and Scientists of America has another and at least equally 
compelling reason for urging a minimum wage of $1.25 an hour. Representing 
professional and technical workers whose economic endeavors have an immediate 
bearing upon the state of technological progress in our economy, We are especially 
aware of the vast strides in industrial productivity which have been made dur- 
ing the past few years. Our engineering developments, designs and specifications 
have contributed in large part to greater industrial output at lower labor costs. 
The engineer, more than any other single influence, has made possible an econoIny 
of abundance, mass output, low prices, shorter hours and rising standards of 
living. We would be remiss, indeed, in our social obligations to the Nation at 
large, did we not seek means of conferring some of the benefits of enginering 
advance and technological progress upon those wage earners whose present low 
wage levels do not reflect recent gains in productivity. 

The members of Engineers and Scientists of America in their capacity as 
planners, designers, and developers of the machines and processes which steadily 
advance current levels of national production and income, know full well that 
mass production for mass markets requires mass purchasing power to absorb 
the products of industry. Wage earners are a very significant component of 
the American consuming public. Without a national minimum wage which takes 
into account in realistic fashion the economic advances in our dynamic economy 
since 1949, we will fail to provide the ever-rising consumer income needed to 
match our ever-rising productive power. To build our capacity to produce with- 
out at the same time sustaining our capacity to consume would certainly be 
shortsighted and lead us back into the pitfalls of not too distant economic his- 
tory when this Nation was mired down in the depths of a depression with vast 
idle technological capacity made excess by a dearth of consumer purchasing 
power. 

What happened before can very well happen again if we do not realistically 
appraise in current terms the Fair Labor Standards Act minimum wage criteria 
of a “minimum standard of living necessary for health, efficiency, and general 
well-being of workers.” Engineers and Scientists of America are convinced 
that a minimum wage of $1.25 an hour represents a present day minimum wage 
level in terms of the act’s criterion. A minimum wage of $1.25 an hour would 
establish an effective floor on wages, minimize the undermining, harmful effects 
of sweatshop, runaway industry on wage levels generally, and advance the 
purchasing power of 2,825,000 workers in manufacturing who would be the direct 
beneficiaries of this new minimum. 

$1.25 an hour represents a realistic, up-to-date standard.—The administration's 
recommendation that the minimum wage level be increased from 75 to 90 
cents an hour would confine the increase to reflect only the rise in the cost of 
living from 1949 to 1955, approximately 14 percent.2 An increase so limited 
would fail utterly to take account of the many vital factors which have directly 
influenced wage determinations in the period since 1949 when the 75-cent mini- 
mum was set. It ignores completely any consideration of improving the real 
wages of our lowest wage earners. It refuses to recognize that factors of 
decent living standards and the elimination of actual poverty be considered in 
a determination of the new minimum. It is a standard of despair rather than 





1 BLS studies have shown a 1.4 percent increase for groups most directly affected by the 
level of the minimum wage for each 1 percent rise in the index. For them, it can be con- 
servatively estimated, living costs have increased by at least 18 percent. 
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an expression of confidence in the historically proven ability of the American 
economy to achieve ever-advancing wage levels and living standards and to absorb 
increased costs of production by improved methods of output with no diminution 
in profits or employment. 

We cannot blind ourselves to the significant gains in productivity which have 
been made in the 5 years since the 75-cent minimum wage went into effect. The 
total rise in productivity in this period has amounted to at least 20 percent. 
Taking this factor into consideration together with increased living costs calls 
for a figure of $1.06. But even this figure falls far short of the realistic evalua- 
tion of actual living costs which must go to make up the “health, efficiency, and 
general well-being” of a wage earner. 

In October 1951 the Bureau of Labor Statistics surveyed 34 cities to determine 
what a family of four needed for a “modest but adequate” living. It found that 
the annual income required ranged from $3,812 in the least expensive city to 
$4,454 in the most expensive city. It is readily discernible that not only $1.06 
an hour would fail to provide sufficient income to satisfy the needs of “modest 
but adequate” living but that $1.25 an hour would also fall far short of meeting 
this minimum standard. 

The Fair Labor Standards Act criterion of “health, efficiency, and general well- 
being” requires at least $1.25 an hour. Such a wage means $50 for a 40-hour 
week and $2,500 for a 50-week year. According to a recent study of the New 
York State Department of Labor even a working woman who lives with her 
family requires an hourly minimum of $1.22 in order to provide for herself 
“minimum adequate maintenance and production of health.” 

Since January 1950 when the 75-cent minimum went into effect, workers in 
our major industries have received increases ranging from 39 cents to 53 cents 
in basic hourly wages alone. There were additional and substantial gains made 
in fringe benefits—pensions, life insurance, and sickness benefits. To enable our 
lowest paid workers, those who need it most, to enjoy wage increases comparable 
to those received by higher wage earners, requires that the existing minimum be 
increased by 50 cents to the level of $1.25 an hour. 

When the 40-cent minimum of the 1938 Fair Labor Standards Act is considered 
in relation to the then average hourly earnings of less than 68 cents, today’s 
minimum should be increased to $1.20 to keep pace with today’s average hourly 
earnings in manufacturing of over $1.85. 

The increases required by a $1.25 minimum can hardly be regarded as con- 
stituting a general inflationary pressure. The total cost would be a maximum 
of $2 billion a year. In view of the fact that our total national product is now 
at about $30 or $40 billion below our capacity, this added $2 billion could not 
possibly represent any strain on our general price level. Furthermore, corpo- 
rate profits after taxes show no signs of diminishing and are now running at the 
current quarterly rate of close to $19 billion. 


EXEMPTING CERTAIN _SALARIED EXECUTIVE, ADMINISTRATIVE, AND 
PROFESSIONAL EMPLOYEES 


Section 13 (a) (1) of S. 662 would amend the present section 13 of the act 
to read as follows: 

“Sec, 13 (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity earning, on a salary basis, at the rate of $6,000 or more per 
annum, or in the capacity of outside salesman (as such terms are defined and 
delimited by regulations of the Secretary) * * *.” 

The amendment does three things: 

(1) It puts the salary cutoff within the statute, whereas heretofore the Wage- 
Hour Administrator had the discretion to determine the salary which marks 
the bona fide executive, administrative, or professional employee as part of the 
definition of those terms. 

(2) It takes the power of defining bona fide executive, administrative, or 
professional employees from the Wage-Hour Administrator and gives it to the 
Secretary of Labor. 

(3) It still leaves the administrative agency with the power of defining and 
delimiting bona fide executive, administrative, and professional employees. 

We take no position, at this time, on transferring the regulatory powers from 
the Administrator to the Secretary of Labor. 

We believe the salary cutoff can be discussed only in relation to the regulations 
which define and delimit the terms of bona fide executive, administrative, and 
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professional employees. Since Engineers and Scientists of America is composed 
of professional employees, the interests and experiences of our organization are 
naturally directed to the treatment accorded professional employees under 
existing regulations. 

As we will indicate further in this statement, the present regulations of the 
Wage-Hour Administrator which pertain to professional employees have the 
practical effect of equating the professional employee with the rank-and-file 
employee without, however, according the professional employee the overtime 
benefits and privileges of the Fair Labor Standards Act. If, as we maintain, this 
is the case, it is fairly obvious that the salary of the professional employee, 
which causes him to be removed from the beneficial effects of the act, should be 
sufficient to compensate him for the other restrictions which the regulations 
permit an employer to fix upon him. 

Engineers and Scientists of America favors a statutory salary cutoff, rather 
than the present scheme of having the Administrator determine this as a matter 
of his discretion. Therefore, we favor the amendment incorporated in section 
13 (a) (1) of S. 662. 

However, we do not believe that S. 662 puts the salary cutoff on a sufficiently 
realistic or equitable basis. It should be higher. 

Before 1950 the minimum wage was 40 cents per hour. At that time, the 
Administrator set the figure of $200 a month as one of the attributes of the non- 
covered professional employee in the engineering field. If we base the month 
on 173 hours of work, the ratio between the minimum wage and the minimum 
salary which determined professional status was 4.62 to 1. 

After 1950, the minimum wage was 75 cents an hour and the salary marking 
the professional and administrative employee was $325 a month. This cut down 
the ratio between the minimum wage and the salary distinguishing the pro- 
fessional employee to 2.5 to 1. 

Suppose the minimum wage is raised to 90 cents an hour. If we return to the 
pre-1950 ratio of 4.6 to 1 between the minimum wage and the salary basis of the 
professional, then the statutory salary cutoff should be set at $690 per month. 
This equates to $8,280 a year. If, instead, we maintain the post-1950 ratio of 
2.5 to 1, the statutory salary cutoff should be $380 per month. This equates to 
$4,560 a year. 

Suppose the minimum wage is raised to $1 an hour. If we return to the pre- 
1950 ratio of 4.6 to 1, the salary cutoff amounts to $800 a month or $9,600 a year. 
If, instead, we maintain the post-1950 ratio of 2.5 to 1, the salary cutoff amounts 
to $435 a month or $5,220 a year. 

If the minimum wage is set at $1.25 an hour, in accordance with the provisions 
of S. 662, and if we return to the pre-1950 ratio of 4.6 to 1, the salary cutoff 
would be $915 a month, or $10,980 a year. If we maintain the post-1950 ratio 
of 2.5 to 1, the salary cutoff should be $570 a month or $6,840 a year. 

A logical application of the above figures to S. 662 indicates conclusively that 
a figure well above the $6,000 a year should constitute the salary basis for de- 
termining the professional employee who is deprived of the beneficial overtime 
provisions of the act. 

Recently, in 1954, the Wage-Hour Administrator amended 29 CFR part 541, 
paragraph 541.118 of his regulations which pertain to defining and delimiting the 
terms of a bona fide executive, administrative, and professional employee. These 
amendments had the effect of cutting away much of the distinction between the 
salaried professional employee and the hourly paid rank-and-file employee or 
the weekly paid clerical employee. 

Prior to these 1954 amendments, an employer could not exempt salaried pro- 
fessional employees from the coverage of the act if such employer made or con- 
templated making any deductions from the salary of the professional employee 
for absences or to enforce discipline in any week in which such employee per- 
formed work. The authority for this statement is contained in Opinion Letters 
of the Wage and Hour Division of March 17, 1950, May 19, 1950, and August 
24, 1950. 

This has been changed by the 1954 amendments. 

The salaried professional employee, like others in the working population. 
finds it necessary on a very few occasions to take a day off for personal reasons. 
The additional time he spends on the job after working hours, the work he takes 
home, the work he performs during leisure hours, all of which are not statutorily 
compensated for, more than make up for the rare occasions when the profes- 
sional employee absents himself for a day for pressing personal reasons. 
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Yet, the 1954 amendments to the wage-hour regulations permit the employer 
to make deductions from the salaries of professional employees who are absent 
for a day or more because of personal reasons. This amendment obliterated the 
“privilege” which had theretofore existed and which was in the nature of an 
earned right. The amendment has resulted in the employer both eating and 
having his cake; the employer now acquires the benefit of the additional work 
expected of the conscientious salaried professional employee without statutory 
emoluments, and the employer may, under the amended regulations, deduct a 
day’s wage for absence for personal reasons. This has obliterated and blurred 
the distinction between the hourly paid production, maintenance, or clerical 
employee and the salaried professional employee—with one exception : the hourly 
paid employee receives the protection of the overtime provisions of the Fair 
Labor Standards Act. 

The 1954 amendments to the Administrator’s regulations carried further the 
process of obliterating the distinction between the hourly paid covered em- 
ployee and the noncovered salaried professional employee without, however, 
giving the latter the overtime protection of the act. If a State, in which the 
employer operates, has a sickness and disability insurance law, the 1954 
amendment permits such employer to make deductions from the salaries of pro- 
fessional employees who are absent because of illness so long as these em- 
ployees get the benefits of such law. This is exactly the same treatment which 
is accorded employees who are fully covered by the overtime provisions of the 
act. 

This amendment is most unrealistic. It is common knowledge that the bene- 
fits of State sickness and disability insurance laws are in no way comparable 
to the salary of the average professional employee. The 1954 amendment to 
the Administrator’s regulations do not provide that the deduction for sick- 
ness absence may not exceed the benefit received under the State law. If it 
did, there would perhaps be some logic in the amendment. But, by virtue of 
this amendment, the deduction from the salary of the professional employee 
because of sickness absence would invariably exceed by very substantial amounts 
the benefits derived under any State sickness or disability law. The result is 
simply this: the professional employee has his salary diminished substantially 
by reason of sickness absence. Yet he does not have the coverage of the over- 
time provisions of the act. We find no justification in any existing facts of 
industrial life that impelled the Wage-Hour Administrator to reject his former 
long-standing salary test with respect to sickness absence. 

In order to compensate for cutting down the working conditions and treat- 
ment accorded to professional employees so that such conditions and treatment 
are on a level with rank-and-file employees (who are covered by the act), Engi- 
neers and Scientists of America believe that the Fair Labor Standards Act 
should provide for an adequate and realistic salary which operates to remove 
the professional employee from the coverage of the act. 

We believe this salary cutoff should be statutory (as in 8S. 662) and should 
no longer be left to the discretion of an administrative agency. To this time, 
such discretion, in our opinion, has been unrealistically formulated and inequi- 
tably applied. We believe, further, that the statutory salary cutoff should be 
substantially above the $6,000 a year basis. 

Dated, May 11, 1955. 


STATEMENT OF INDUSTRIAL UNION OF MARINE AND SHIPRUILDING WORKERS 
oF AMERICA, CIO 


The Industrial Union of Marine and Shipbuilding Workers of America, CIO, 
indeed welcomes this opportunity to state its position with regard to the Fair 
Labor Standards Act. We are in complete agreement with the following recom- 
mendations covering wage and hour legislation as adopted at the 1954 CIO 
Convention : 

(1) To increase the statutory minimum wage to at least $1.25 an hour for all 
employees covered by the Fair Labor Standards Act ; 

“(2) To extend the protection of the act to all workers in industries engaged 
in or affecting interstate commerce ; 

“(3) To eliminate the provision in the act permitting exemptions for learners ; 

“(4) To repeal the Fulbright amendment to the Walsh-Healey Act; 

“(5) To provide adequate funds for the enforcement of the Fair Labor Stand- 
ards Act and the Public Contracts Act. 
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“(6) To amend the Fair Labor Standards Act to provide for a shorter work- 
week.” 

Few, if any, of the members of our own union will be affected by the estab- 
lishment of a minimum wage of $1.25. The present minimum wage of workers 
covered by IUMSWA contracts is above $1.55 for janitors, and $1.61 or more for 
laborers. 

Llowever, we feel that the workers in our industry, as those in all other indus- 
tries having minimum wage rates well above that established by the Fair Labor 
Standards Act, will be immeasurably assisted by the expansion of the market for 
goods and services which would come from an incr€ase of the minimum wage to 
$1.25, and the extension of coverage to all workers in interstate commerce who 
are not presently covered by the act. 

We have seen in our own communities the conditions prevailing in the homes 
and families of those workers who are presently receiying only or less than the 
statutory minimum wage. We feel that the American economy is too strong to 
condemn two-thirds of its wage earners to a life outside the protection of a 
minimum wage law. Millions of American families in the low income groups 
are depressing the living standards of our communities and are holding back the 
capacity of our economy for expansion. 

From the time when the original Fair Labor Standards Act was passed in 
1938 until January 1955, average straight-time hourly earnings in all manu- 
facturing had increased by 185 percent. The statutory minimum wage, on the 
other hand, has been increased by only 87.5 percent. This means that the statu- 
tory minimum wage should be increased by almost another 100 percent in 
order to keep pace with the rise of straight-time earnings in all manufacturing 
in this country. 

Since the last amendment of the Federal minimum wage law, living costs 
alone have increased by 14 percent. Man-hour productivity has increased by al- 
most 3.75 percent annually. The cumulative effect of rising living costs and 
rising man-hour productivity must be reflected in the minimum wage if millions 
of underpaid Americans are to keep pace with the rising American standards of 
living. 

Even the minimum family budget of the old WPA, when adjusted to present- 
day living costs, would require a minimum hourly rate of $1.22 today for a worker 
employed 2,000 hours a year. And this wage would only afford an emergency 
budget, the WPA pointed out, based upon the depressed conditions of earlier 
years. “Followed over a long period”, the WPA warned, “the practices called for 
in the emergency budget may prove harmful to both health and morale.” 

According to a more modern version of the cost of a standard which provides 
minimum adequate maintenance and protection of health, even a workingwoman 
who lives with her family requires an hourly minimum of $1.22, according to 
the New York State Department of Labor. 

The modern-day necessary minimum for a city family of four has been care- 
fully calculated by, the Bureau of Labor Statistics. According to its study of 
minimum needs under prevailing standards for “health, efficiency, nurture of 
children, social participation, and the maintenance of self-respect of others”, a 
bread-winner would have to earn $1.95 an hour for 2,000 hours a year, if his 
family lived in New Orleans, the lowest-cost city in the survey. In other cities 
the rate would have to be higher. 

In the face of these proven needs, can it be reasonably argued that the richest 
Nation in the world can’t afford even the Federal hourly minimum of $1.25 which 
organized labor and many others now deem essential to human existence? 

The Joint Congressional Committee on the Economic Report has pointed out, 
in its exhaustive study of Low Income Families and economic stability, that 
approaches to the problem of poverty are as numerous and complex as its 
causes; but the committee placed special emphasis on the urgency for a more 
adequate minimum-wage structure throughout the Nation. In fact, it is listed 
as one of the most important areas of action in the drive against the tragedy 
of need. 

In 1953, America enjoyed the most prosperous year in its history. We pro- 
duced a record $365 billion worth of goeds and services, and unemployment was 
at a postwar low. 

Nevertheless, even in prosperous 1953, 23 percent of all the families and 
individual spending units in the United States had total incomes of less than 


$2,000, according to the 1954 Survey of Consumer Finances of the Federal 
Reserve Board. 
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These 13 million families and individuals—over 30 million persons in all 
live in actual want or on its fringe. Altogether, they received only 5 percent 
of the total personal income received by all of us in 1953. In contrast, the 5 
percent of our families and individuals with incomes exceeding $10,000 took 
23 percent of the total. 

A higher minimum for several millions of our lowest-paid workers will increase 
national purchasing power and stimulate consumer demand immediately. 

No course in economics is required to perceive that the pennies and dollars 
of the poor are high velocity money ; they are immediately spent for badly needed 
goods and services. This increased spending directly benefits the economy and 
advances the well-being of us all. 

Consider for a moment how a higher wage floor would aid the farmer, for 
example, and all those who process, distribute, and sell food. According to 
United States Department of Agriculture studies, families with incomes froni 
$1,000 to $2,000 were spending $17.12 per week for food in 1948. 
families earning $2,000 to $3,000 were spending $22.35. 

Today the lowest-income quarter of the Nation’s families is our greatest 
potential market for food, clothing and other living essentials, if we can but 
raise their incomes and thus increase their ability to buy. 

It is maintained by competent economists that American production is now 
lagging $30 billion behind our present capacity to produce. Surplus food and 
other commodities are accumulating, while the 3.4 million unemployed are now 
surplus manpower simply because there is insufficient demand for consumers 
and other sources to put them back to work. 

When the minimum wage was finally increased to the present 75 cents per 
hour we had a tremendous outcry about the probable effect of this increase 

After a careful study of the effects of the 75-cent minimum, the United States 
Department of Labor concluded that “the 75-cent rate appeared to have only 
minor effects on such variables as employment, plant shutdowns, prices, tech- 
nological change, hiring policies and overtime work.” 

We are today hearing tremendous outcries against labor’s proposal to increase 
minimum wages to $1.25. However, even the Department of Labor's study of 
the probable effect of $1.25 minimum shows that the increase in total payroll 
cost in covered employment would be less than 3 percent. If the United States 
economy cannot sustain a 3 percent increase in payroll cost during a period of 
5 years (the last increase in the minimum wage occurred in 1950), then every 
study of rising productivity by all economists will have to be declared invalid. 
An increase in payroll costs of less than 3 percent is 1 percent less than the 
national productivity increase in 1 year. And this increase of 2.6 percent in 
payroll costs has waited for 5 years. 

The Industrial Union of Marine and Shipbuilding Workers of America realize 
that, although we are strong in our own wages and conditions of work under 
our collective bargaining agreements, we cannot remain in an isolated vacuum 
as far as our economic prespects are concerned. We know that our own higher 
wages and conditions of work are unsafe as long as millions of low-paid workers 
are threatening our standard of living. We feel that only adequate minimum 
wages and extension of coverage will secure our gains. 

We feel that the increase in the minimum wage of $1.25, and the extension 
of the protection of the act to all workers in interstate commerce not now cov- 
ered, will secure for these United States a continuing purchasing power necessary 
to sustain an ever rising standard of living. 


In contrast, 





STATEMENT OF THOMAS DURIAN, PRESIDENT, INTERNATIONAL GLOVE WorKERS UNION 
or AMERICA, AFFILIATED WITH THE AMERICAN FEDERATION OF LABOR 


Mr. Chairman and Members of the Senate, I am president of the International 
Glove Workers Union of America, affiliated with the American Federation of 
Labor. Our principal office is located in Marinette, Wis. Our union represents 
glove workers in the United States, in whose interest I am presenting herewith 
my reasons why section 6 of the Fair Labor Standards Act pertaining to the 
issuance of learners certificates of permits should be eliminated from the act. 

The piecework system of wage payments prevails in our industry. Under this 
system we find that work glove manufacturers are utilizing the privilege given 
them under section 6 of paying subminimum hourly wages to beginners or learners 
to keep piece work rates so that the employees can barely earn the minimum level 
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of wages. It is our firm contention that section 6 is being used to the detriment 
of workers in this industry. 
As an illustration of the extent to which the learners subminimum wage is 
oe used by some of the largest producers of work gloves, we submit the follow- 
ng data: 
Since 1947, the Wells Lamont Corp. has closed its plants in the following 
locations where workers have formed unions for collective bargaining and where 
contractual relations between unions and management were carried on prior 
to the closing of their plants: (a) McMinville, Oreg.; (0) Burlington, lowa and 
New London, Iowa; (c) Aledo, Ill.; (d@) Louisiana, Mo.; (e) Edina, and Clarks- 
ville, Mo. , 
The above firm during the period since 1947, opened plants at: (a) Fort Mor- 
gan, Colo.; (b) Mount Vernon, Tex. and Hugo, Okla. 
Plants in Brownsville, Tenn. ; Philadelphia, Miss.; Waynesboro, Miss. ; Eupora, 
Miss. ; were opened just prior of closing some of those above plants. 
In each of these new plants, the company applied for certificate under section 
6 of the Fair Labor Standards Act for as many Learners as the number of 
sewing machines installed by the firm. In most instances such certificate of 
permit have been granted to them. This firm is now considered one of the 
three largest work glove producers in the United States. 
The other two large firms are Boss Manufacturing Co., and Indianapolis Glove 
Co. both of whom are following the same pattern as the Wells Lamont Corp. in 
making use of section 6 of the Fair Labor Standards Act and who likewise have 
closed many of their operating plants while opening others in smaller firms 
in other sections of the country. 
In summing up this statement, it is my sincere contention that no matter how 
much of an increase your committee votes to add to the 75-cent minimum wage, 
as long as section 6 of the Fair Labor Standards Act is left as a part of the 
law, workers employed in the glove industry will not be able to reap the bene- 
fits of the higher minimum wage. 


STATEMENT OF H. L. MITCHELL, PRESIDENT, NATIONAL AGRICULTURAL WORKERS 
Union A. F. oF L. ON MINIMUM WAGE LEGISLATION 


Ever since the organization I represent was first formed over 20 years ago we 
have urged that the Fair Labor Standards Act be extended to agricultural labor 
employed on the larger farms. 

During the past 20 years there have been many changes in farming methods. 
Farms owned and operated by the labor of a farm family with an occasional 
hired hand are no longer the dominant factor in agricultural production. Today, 
over half of the total food and fiber crops are produced on large scale farms 
employing hired labor. The first official recognition of the facts of life about 
agricultural production came in January 1953 when President Eisenhower stated 
in his message to Congress on farm problems that “the chief beneficiaries of our 
price support program have been the 2 million larger highly mechanized farm 
units which produce 85 percent of our agricultural products. The individual 
production of the remaining farms numbering about 3% million is so small that 
the farmer derives little benefit from price support.” 

The oft repeated argument that the extension of minimum wages to farm- 
workers will adversely affect the Nation’s small farmers has no validity. Actu- 
ally, the small and medium size farms are in competition with the large scale 
factory type farms employing hired labor and the requirement that such large 
farm units pay the minimum wage would tend to aid the smaller farmer in his 
competition for the market. 

One of the bills being considered by your committee provides for extension 
of coverage under the Fair Labor Standards Act to those employees on farm 
enterprises where workers are hired for 300 man-days per calender quarter. 
This would mean that wherever as many as 4 or 5 workers are employed for a 
quarter of a year they would be covered by the act. The application of this 300 
man-day formula would extend coverage to many of the employees of the large 
seale factory type farms which number approximately 125,000 units. Another 
bill pending before this committee provides for coverage of farm units employing 
workers on the basis of 600 man-days per quarter. The enactment of this pro- 
vision would mean that less than 10,000 extra large farm units would come under 
the act. If the man-day formula is to be used in determining the extent of cov- 
erage, then the basis should be not less than 150 man-days nor more than 200 
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man-days per calendar quarter if the objective is to extend minimum wages to all 
of the larger factory type farm enterprises. 

Other persons appearing before this committee have no doubt told you that 
the present law is as full of holes as a sieve. We recently had an experience 
which illustrates the present unfair exemptions from the act. Several hundred 
workers employed by corporations which own and operate irrigation canals 
supplying water to rice producers and who are being paid 35 and 40 cents an 
hour for a 12-hour day, organized a union in Louisiana. A decision by the 
United States Supreme Court in the case of Farmers Irrigation Co. v. McComb 
had held that workers employed by a profit-making company engaged in supply- 
ing water to farmers were covered by the act. However, there appears to be 
a loophole in the act which provides that irrigation companies may set them- 
selves up as sharecroppers of the farmers, accepting as pay a portion of the 
products grown in return for their service in supplying water needed in the 
cultivation of the crop. The only kind of sharecropper I ever knew anything 
about was the man who supplied his labor on a cotton plantation while his 
landlord supplied teams, tools, seed, and so worth. At the end of the year if the 
sharecropper did not owe the planter all he earned, a division was made of 
the proceeds of the sale of the cotton crop. A corporation engaged in sharecrop- 
ping is certainly a strange arrangement in agricultural production. This sort 
of exemption from the wage-and-hour law should be removed. 

Without advocating in any way the abandonment of the objective of extending 
all of the provisions of the Fair Labor Standards Act to agricultural workers, 
I want to pose before this committee an alternative proposal for extending mini- 
mum wages in agriculture. Under the present act, industry committees com- 
posed of employee and employer representatives are appointed by the Secretary 
of Labor. Public hearings are held and recommendations are made to the Sec- 
retary for the setting of wage rates in various industries, especially in Puerto 
Rico and the Virgin Islands. This same formula may well be used in agriculture 
to determine the minimum wage to be paid in each major crop or clearly defined 
agricultural area. In setting the minimum wage to be paid agricultural workers, 
differences now prevailing in various crops and regions may be taken into account. 
The method of determining wages through public hearings also offers a forum 
for both workers and employers to find a common basis for resolving differences 
and would introduce an element of bargaining which is now totally absent in 
agricultural employment. 


STATEMENT BY HowarpD COUGHLIN, PRESIDENT, OFFICE EMPLOYEES INTERNATIONAL 
Union AFL 


Once again we want to call the attention of Congress to one of the most 
serious loopholes in the Fair Labor Standards Act. The law presently permits 
an employer who works his employees on a weekly salary with no fixed number 
of hours to pay them overtime at a diminishing rate—a system of overtime 
payment that is commonly known as “Chinese” overtime, or “coolie” overtime. 

This is how “Chinese” overtime works: 

To compute an hourly rate for the purposes of overtime payments to em- 
ployees who are on a salary, that salary must be reduced to hourly terms. The 
Fair Labor Standards Act requires that time and one-half must be paid for 
all hours worked in a week in excess of 40. But the difficulty arises when we 
start to compute the hourly rate. The law speaks in terms of “regular” rate 
of pay. If a man agrees to work 40 hours in a given week for a salary of $40, 
then his regular rate can be computed at $1 per hour. But, if the employer 
insists that the employee work at a salary of $40 a week for as many hours as 
are needed to do the job, then that employee is letting himself in for some 
“Chinese” overtime. 

Now, thousands of employers in America today still hire people on a weekly 
salary without any agreed number of hours. Let us see how these people fare 
under the present standards of the law when they are required to work more 
than 40 hours in any 1 week. 

Let us assume you take a job in a large bank, or in any other large concern, 
at a weekly salary of $40 per week. There is no set number of hours you are 
required to work for this salary, but the understanding is that you will work 
until the job is performed. Your first week you work 40 hours and receive 
your $40 salary, your regular rate is then $1 an hour. 
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The next week you are required to work 60 hours. If you were really getting 
paid the $1 an hour you thought you earned the week before, you'd have a rather 
nice paycheck to take home. You might think you would receive $1 for each 
of the 60 hours worked, plus an extra 50 cents per hour for the 20 hours of 
overtime, which would give you $70 for your week’s effort. But this is where 
“Chinese” overtime comes into play to put you into the squeezed position of the 
more you work, the lesser rate of pay you receive. 

Because the present state of the law allows the employer to calculate your 
regular rate by dividing the salary you are to receive by the number of hours 
actually worked, he will divide your $40 salary by the 60 hours you have worked 
to produce a regular hourly rate for that week of 66% cents per hour. You 
get an additional one-half of that rate for your 20 hours overtime, or no more 
than $6.67 for the 20 tired, extra hours. Your total pay for the week is then 
$46.67 instead of the $70 you may think you are entitled to. 

The next week, your employer, under the press of business, tells you to work 
70 hours. Of course, you are entitled to overtime for all hours worked in ex- 
cess of 40. But again, the fast pencil comes into play, you get your “Chinese” 
overtime, and the rate goes even lower. For your $40 salary, you have worked 
70 hours, and your regular rate of pay then becomes 57 cents an hour. For the 
30 hours overtime, you get one-half of your regular rate in addition, or 28% 
cents an hour more, or $8.55 for those 30 hours. Your total pay is $48.55 in- 
stead of the $85 you think you ought to have. 

To carry the extension one step further, if you are required to work 80 
hours on your $40 salary, your regular rate is then figured at 50 cents per hour. 
For the 40 extra hours overtime, you get 25 cents an hour extra, or a total of 
$50 for the week. When you consider that you have put in one entire week in 
overtime at a rate of 25 cents per hour, you can readily understand how this 
method of overtime payment has been called “coolie’”’ overtime, or “Chinese” 
overtime. And if it were humanly possible to work even more hours in the week 
on your salary, you'd find your rate going even lower. 

Then, why does the law tolerate such an arrangement? How is this possible? 

Surprisingly enough, it has been permitted since the first days of the Fair 
Labor Standards Act. The Administrator of the act, back in 1938, issued an 
interpretative bulletin in which he permitted the regular rate of pay for salaried 
workers with no fixed number of hours to be calculated by dividing the salary 
by the number of hours actually worked. His employer argued that he wasn’t 
entitled to any overtime pay at all, since the total amount of money received 
was above the minimum-wage standards prevailing at that time. The Court 
upheld the employee’s claim for overtime, and to determine how his overtime 
should be computed, the Court turned to the interpretation placed upon the 
law by the Administrator and specifically approved the use of the “Chinese” 
overtime system. That the Court recognized the path it was taking is shown by 
the language it used in discussing this matter, as follows: 

“Where the employment contract is for a weekly wage with variable or fluctu- 
ating hours the same method of computation produces the regular rate for each 
week. As that rate is on an hourly basis, it is regular in the statutory sense in- 
asmuch as the rate per hour does not vary for the entire week, though week by 
week the regular rate varies with the number of hours worked. It is true that 
the longer the hours the less the rate and the pay per hour.” 

This ruling was made in the case of Overnight Motor Transportation Co. v. 
Missel, 316, U. 8. 572, and is still in effect today. 

The American Federation of Labor and our constituent organizations have 
long opposed this discriminatory type of overtime payment. One of our inter- 
national unions in particular, the Office Employes International Union, has re- 
peatedly insisted that the law ought to be amended to do away with “Chinese” 
overtime. 

Unbelievable as it may sound, there are many employers in America today 
working their employees on a weekly salary with no set number of hours to be 
worked. Every one of those employees is wide open for “Chinese” overtime. In 
fact, one of our best-known and largest banking enterprises in this country, 
the Bank of America, still works its employees on a salary basis without fixed 
hours, and thus pays them overtime at a diminishing rate—‘coolie” overtime. 
As long as there is a single employer in America who pays Chinese overtime 


to his employees, there is a need for amending the law to do away with this 
unfair practice. 
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Office and clerical workers, while not the only group affected by this method 
of payment, are the ones most often victimized by it. The Office Employes 
International Union, in its contracts with employers, has secured wages and 
working conditions far in excess of the minimum standards of the law, and 
would never tolerate any Kind of an agreement providing for Chinese overtime. 
And while the Office Employes International Union is today mounting the 
greatest organizational campaign in its history in order to bring better benefits 
to white-collar workers, it and the American Federation of Labor are vitally 
concerned that such a condition as Chinese overtime is allowed to continue under 
law, and we ask that something be done about it. 

The Office Employes International Union believes, and is stpported in this 
belief by the American Federation of Labor, that if it can be instrumental in 
lifting up the working standards of all white-collar workers, unorganized as well 
as organized, that it has performed a beneficial service for the working people 
of America. 

Thus, an evil practice such as the payment of Chinese overtime ought not to 
be tolerated by the Congress any longer. In 1949, in Public Law 393, the Sist 
Congress passed several amendments to the Fair Labor Standards Act which 
improved that statute in several respects. For example, there were several limi 
tutions imposed on the notorious “belo type” contracts which we have opposed 
from the time they first received court approval. But the worker who has to 
suffer with Chinese overtime was forgotten in those 1949 amendments. It is time 
that this oversight is corrected. 

Back in 1949, the Office Employes Internation] Union presented its views on 
Chinese overtime to the Congress, and urged that something be done about this 
situation. After testimony before the House Committee on Education and Labor, 
a provision was inserted in H. R. 3190 which unfortunately never became law. 
The particular provision included in H. R. 3190 provided in substance that, “any 
salaried employee who is employed in excess of 40 hours in any workweek shall 
be paid for each such hour in excess of 40, in addition to his salary for 40 hours 
of work, at a rate not less than one and one-half times the hourly rate obtained 
by dividing his weekly salary by not more than forty.” 

Just as the Office Employes Internation] Union and the American Federation 
of Labor strongly supported that proposal in 1949, we urge it again today. If 
enacted, it would cure the disreputable practice of Chinese overtime and force 
employees to pay decent wages for long hours of work. Such a provision is no 
more than simple justice. Employers who demand an unconscionable toll from 
their employees would then be compelled to conform to the general intent of 
our wage-and-hour laws, that no man ought to work more than 40 hours in one 
week without being compensated for those extra hours at a premium rate. 

The white-collar worker who would be most affected by this change, in the law 
needs the assistance of all of us. Office and clerical workers are still the largest 
group of American working men and women who are not protected by the bene- 
fits of trade unionism, a condition we hope to correct in the near future. But in 
the meantime, Congress ought to lend its aid and protection to these people, 
many of whom work long, faithful hours without adequate compensation. We 
ask that a provision similar in intent and effect to that contained in H. R. 3190, 


83d Congress, be written into the Fair Labor Standards Act as the law of the 
land. 


There is no good reason any longer to give these people decent protection under 
the law. On the other hand, there are many good reasons why they should not 
be subjected to the strange practice of working longer hours at a shrinking rate 
of pay. Chinese overtime should be done away with, and therefore, we urgently 
request that the Fair Labor Standards Act be amended in accordance with our 
proposal, and that our wage-and-hour laws be made to apply fairly to every 
American workman. 


STATEMENT BY DON MAHON, PRESIDENT, NATIONAL BROTHERHOOD OF PACKING- 
HOUSE WORKERS AND SECRETARY OF THE NATIONAL INDEPENDENT UNION CouN- 
CIL, WASHINGTON, D. C. 


We are primarily interested in the effects of the Fair Labor Standards Act 
upon the welfare of the many American workers who are presently underpaid 
and therefore not in a position to adequately feed, cloth, and shelter their 
families. They are not in a position to make provision for the proper education 
of their children. Since these children will be the future guaranty of a continua- 
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tion of our way of life, and this form of government, it is essential that they be 
protected, too. 

It is unlikely that any substantial percentage of our members would be directly 
affected by the proposed amendment of the Fair Labor Standards Act as pro- 
vided in the bills being considered at this hearing. That is because most of our 
members are already receiving considerably in excess of the basic minimum 
that is being proposed. We recognize, of course, that by permitting a continua- 
tion of the presently existing low minimum, our higher rates, which have been 
obtained through a long process of collective bargaining and economic action, 
are jeopardized. 

Protection must be given to employers who have bargained in good faith. ~ 
They are now threatened by unscrupulous companies who are willing to sacrifice 
their employees in the interests of personal greed or to give competition based 
on substandard wages. This is a dangerous threat to our standard of living 
and must be prevented. By preventing the possibility of this unfair situation, 
you will also help eliminate one of the major incentives that has caused disrup- 
tion of the economic life of many communities. This happens when factories 
are moved to low-wage areas simply to evade the payment of standard rates 
of pay which have been arrived at through a long process of good, sound, 
collective bargaining. 

The companies who have practiced this run-away shop philosophy in the 
past have not restricted the sale of their products, manufactured by underpaid 
workers, to the locality where they are getting the work done. Quite the oppo- 
site. They have thrown their cheaper products on the market in direct com- 
petition to the areas they have sought to desert. 

We believe this practice is unsound to say the least. Since it is an attempt 
to undermine the high living standards of American working men and women 
it even smacks of an un-American practice, in our opinion. 

The last upward adjustment of the minimum wage law did not create any 
great threat to the continually rising demand for American-made products. 
All recent financial reports indicate that American business is at an all-time 
height of prosperity and dividend-earning power. Certainly no better way of 
spreading this additional profit among those who have helped to create it can be 
found. Giving equitable consideration to our fellow citizens who are in the 
lowest paid brackets would benefit all of us. It is common knowledge that these 
wage earners are not in a position to withdraw such added earnings from cir- 
culation to a very large degree since they need most of it to buy their daily 
family needs. Certainly this would be a guaranty of an increase in continuing 
consumer demand which is indirectly responsible for the present financial pros- 
perity of the business concerns of this country. 

Our unions have adopted resolutions calling for a minimum of $1.25 per hour. 
We take this opportunity to further emphasize the importance of those resolu- 
tions and hereby request your committee to adopt the $1.25 minimum as a prac- 
tical and more equitable floor to be placed under the earning power of our lowest 
paid working citizens. 

We feel that the facts submitted above are sufficient justification for passage 
of these bills by the Congress of the United States. 


STATEMENT OF TOBACCO WORKERS INTERNATIONAL UNION 


I need hardly emphasize the importance of revising the Fair Labor Standards 
Act. Its relation to the continuing prosperity of our domestic economy, as well 
as to foreign affairs, is well known to you. The actions of Congress regarding 
this act will be an important index of its concern for the wage earner. 

I believe that ample evidence has been produced during the open hearings to 
show that the minimum wage of 75 cents is grossly inadequate. Even with an 
increase to $1.25, a man with a family will just be able to make ends meet. Any- 
thing below $1.25 will mean perpetuating a situation which is intolerable in an 
economy such as ours, where increased productivity has resulted in the output 
of goods and services far beyond that of any other nation. Coupled with our 
productive capacity, is a long standing allegiance to the concept of human prog- 
ress and dignity—such a coneept is in essence inoperative under conditions which 


make it impossible for a family to attain the very minimum living standard of 
a $1.25 wage. 
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The Tobacco Workers International Union has generally been successful in 
obtaining wage rates for its members above $1.25 per hour. But we cannot be 
oblivious to the fact that due primarily to low-wage practices, certain companies 
are able to operate in direct and unfair competition with those concerns who 
ure paying adequate wages. For those members of our own union who will 
benefit, as well as for all other workers who are laboring for wages which are 
not sufficient to enable them to maintain adequate living standards, we urge 
your committee to increase the minimum wage to at least $1.25. 

We believe that the recommendations made by President George Meany of the 
American Federation of Labor for extended coverage, shorter hours, and higher 
wage minimums for Puerto Rico are sound, equitable, and merit the support of 
the Senate Labor Committee. 

In closing, let me again urge you to support an increase in the minimum wage 
rate of the Fair Labor Standards Act. Such an increase is morally, socially, 
and economically sound and proper. It will result in the greater good for all 
our people and will show that America is not willing to stand still but is acting 
to insure that the man or woman at the bottom of the economic ladder has a 
chance to obtain a greater share of the benefits of life. 


TRADES AND LABOR ASSEMBLY, 
Alton, Ill. 
Senator Paut H. Dovuetas, 
Senate Office Building, Washington, D.C. 


DrAR SENATOR: Please find enclosed herewith six copies of a statement signed 
by interested parties which is self-explanatory. 

We do not know whether or not it is your intention to accept any rebuttal 
remarks, after hearing the opponents of improvements in the Fair Labor Stand- 
ards Act, but in all fairness we feel we are at liberty to answer some of the 
vicious propaganda spewed by these assasins of reason and veracity. We hope 
that, if these can be used to advantage, that you will see that they are distrib- 
uted to other members of your subcommittee. 

In closing please accept our sincerest thanks and congratulations for the val- 
iant fight you are waging in Washington in the interests of decency and justice 
for the greater members—the common man. Even if you fail to attain this goal 
in the instant matter, you will need no apologies or defense for your efforts. 
May God bless you with strength and courage to continue on to success. 

With bet wishes and kindest personal regards, I remain 

Sincerely yours, 
f Pau H. JONEs, 
Secretary, Alton Trades and Labor Assembly. 
(See statement p. 542.) 


SUPPLEMENTARY STATEMENT OF MAx GREENBERG, PRESIDENT OF THE RETAIL, 
WHOLESALE AND DEPARTMENT STORE UNION, CIO 


This statement supplements the statement made on April 19, 1955, to the 
Senate Labor Subcommittee in support of amendments to the Fair Labor Stand- 
ards Act which would broaden its coverage and establish a Federal minimum 
wage of $1.25 an hour. The purpose of this statement is to correct several claims 
and allegations made by various spokesmen for the retail industry in statements 
before this subcommittee. Since these statements overlap and duplicate each 
other to a very considerable extent, they will be treated as if they were one 
and the various arguments against extended coverage of the Fair Labor 
Standards Act will be commented on and answered. 


Claim 1. The States are capable of regulating minimum wages and hours of 
employment. They are matters of local concern, not Federal 


Comment.—Although the right of Congress to extend the coverage of the Fair 
Labor Standards Act to cover most retail workers is not challenged even by 
these retail industry spokesmen, they persist in raising the false issue of States 
rights in this matter. The good faith of retail-trade interests can be tested by 
examining their attitude toward State regulation. This was most effectively 
summarized by Senator Paul Douglas, chairman of the Senate Labor Subcom- 
mittee which is now considering amendments to the Fair Labor Standards Act 
when he states (as reported in Women’s Wear Daily, May 3, 1955) that the 
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retail organizations who oppose coverage under the Fair Labor Standards Act 
and advocate State regulation were “just passing the ball.” He was also re- 
ported in this article as stating that he knew of no instance in which a national 
or State retail association had favored the enactment of a State minimum wage 
law. When questioned, retail spokesmen agreed that they opposed State retail 
wage laws, too. Thus, George L. Sterns, spokesman for the National Retail 
Dry Goods Association, and president of L. L. Sterns & Sons, Williamsport, Pa., 
while he argued for State jurisdiction over wages and hours in retail trade 
conceded under cross-examination that he personally would object to a State 
retail wage-and-hour law in Pennsylvania. It is obvious that in advocating State 
regulations of wages and hours in retail trade over coverage under the Fair 
Labor Standards Act, the retail trade interests really mean that they want. no 
regulation at all. 

The generally dismal record of State wage-and-hour regulation in retail trade 
gives no assurance that the States will ever be able to afford the retail worker 
any significant protection. Only 22 States and the District of Columbia have 
minimum-wage laws applying to retail workers. Most State minimum-wage laws 
apply to women and minors only. Even more damaging to the argument for 
State regulation is the fact that where State minimum-wage laws for retail 
workers are needed most, in the South, only Kentucky and Arkansas have such 
legislation. The Arkansas law, passed in 1915, applies to women only, and 
the minimum wage for retail trade is 155 cents an hour. LHEstablished when 
the law was first passed, the minimum has never been revised. The Kentucky 
law, applying to women and minors, sets the retail trade minimum at from 40 
to 50 cents an hour according to locality. These substandard rates were fixed 
in 1947, prior to the most recent increase in the Federal minimum wage (75 cents 
an hour in 1950). There is no indication that any increase in the Kentucky 
minimums can be expected in the foreseeable future. An examination of the 
range of minimum-wage rates in retail trade set by State legislatures does 
nothing to increase our confidence in their ability to cope with this problem in 
a realistic manner. (See appendix 6.) 


Claim 2. The retail business is local in nature and retailers are not enyaged 
in interstate commerce 


Comment.—In advocating passage of the amendments to the Fair Labor Stand- 
ards Act embodied in Senator Lehman’s bill (S. 662), the Retail, Wholesale and 
Department Store Union, CIO, intends that serious inequities of the present 
coverage provisions of the Federal wage-hour law, insofar as they affect retail 
trade, will be eliminated. The giant corporations and chain stores in the retail 
trade will no longer be able to escape their economic responsibilities in the area 
of wage-and-hour provisions for their employees. The proposed Lehman amend- 
ments will still exempt the small local retail establishment. But, retail organiza- 
tions doing an annual business of more than $500,000 and operating more than 
4 stores will be required to adhere to national wage-and-hour standards. Small 
corner groceries, drugstores, taverns, barbershops, and similar establishments 
will not be affected. The Lehman bill wiil broaden coverage in such a way 
as to secure the greatest results with the least hardship on small business. On 
the other hand, the large retail establishments, whose coverage is proposed in 
S. 662, can and should comply with Federal wage and hour standards. Many 
of these establishments employ wholesaling and manufacturing workers who are 
already covered by the Fair Labor Standards Act. The present amendments 
would simply extend coverage to retail workers, whose wages are lower because 
of exclusion from coverage. 


Claim 3. Placing some retail establishments under the Fair Labor Standards 
Act and exempting others discriminates against those who are not included 
Comment.—Merely to state this fantastic assertion is to reveal its absurd 
logic. It is based upon fanciful conclusions that those retail establishments 
which would be required to pay the Federal minimum would drain off the best 
retail workers, leaving only the so-called substandard employees, as one state- 
ment of the retail interests characterized them, for the noncovered establish- 
ments. While also uttering this claim, another statement argues, at the same 
time, for low wages on the ground that many retail employees do not seek em- 
ployment where wages are higher, but prefer the slower pace, and the friendlier, 
more personal atmosphere of the smaller store (presumably only those which 
would not be required to pay the Federal minimum). No attempt is made to 
reconcile these contradictory assertions for the very good reason, that this is 
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impossible. Rather, both arguments are advanced, apparently in the hope that 
though they effectively cancel each other out, one or the other may prove in- 
pressive to Congress. 

Neither does this astounding claim take into account the fact that even at 
the present time retail trade, largely excluded from Federal wage and hour 
coverage, still has to compete for employees with many other industries which 
are covered under the Fair Labor Standards Act, since there is a high degree of 
transferability between retailing occupations and those of service, clerical, and 
other white-collar occupations in covered industries. Nor does it take into 
account that there are wage differentials between retail establishments, even 
in the same locality, at the present time, and no apparent shortage of employees 
for the lower paying stores is evident. 


Claim 4. Retail stores required to pay the Federal minimum wage will be at a 
competitive disadvantage with other local merchants who are not covered 
Comment.—Not only is the claim made in point 3 above self-contradictory, but 
the retail trade interests would also have us believe that to cover the large re 
tail establishments would be discriminatory in both directions, namely to those 
small retail outlets not covered, and, simultaneously to those who are covered. 
While it is impossible to unravel fully the tangled skein of assertions, only 4 
few observations are needed to expose their absurdity. These assertions com 
pletely ignore the fact that S. 662 would cover only a limited sector of retail 
trade, and that sector which, because of superior financial strength, is best able 
to pay higher wages. They would have one believe that the larger retail organi- 
zations with their ability to attract the most capable employees (if the assertions 
of point 3 are accepted at face value) ; their ability to take advantage of the 
economies of large-scale operations; their ability to spend large sums for adver- 
tising and other means of attracting customers: and their other merchandising 
advantages would be threatened by coverage under the Federal wage-and-hour 
law. The protestations of the large retailing organizations that to end their ex 
emption from coverage under the Fair Labor Standards Act would be ruinous, is 
the same false cry which has been heard whenever Congress has made improve- 
ments in Federal wage-and-hour standards. 


Claim 5. Requiring retail stores to pay the Federal minimum wage would have 
a direct, widespread, and serious effect 


Comment.—Retail interests argue that stores required to pay a Federal mini- 
mum wage as low as 90 cents an hour would wipe out the profits of many stores, 
and would confront others with substantial operating losses. Perhaps no further 
rejoinder is required than that of Secretary of Labor Mitchell who, commenting 
on the plea of retailers that they could not afford to pay higher wages, said: 

“There are undoubtedly some industries where 9%0 cents would be too high, 
but offhand I don’t know of the particular industry.” (Women’s Wear Daily, 
May 13, 1955.) 

It should be noted that Secretary Mitchell has a background of years as an 
executive in the retail industry. 

Those retail establishments which would be covered by S. 662 and which 
cannot adhere to Federal wage-and-hour standards as a condition of staying in 
business must look to other facts than wages for their basic difficulties. The 
bulk of American retailing has steadily improved its merchandising, its buying 
policies, and its operational techniques so that it might pay higher wages and 
maintain better working conditions. A growing proportion has entered into 
collective bargaining agreements which guarantee conditions far beyond those 
which coverage under the Fair Labor Standards Act will secure for their workers. 
There is no reason why retail establishments should continue to seek efficiency 
through the payment of substandard wages. What American industry has 
learned to do to raise the living standards of its employees, retail trade must 
also learn to do. 


Claim 6. <A national minimum applied to retailing disregards the regularity 
and continuity of work for most retail employees. The annual earnings of 
these employees more than favorably compares with earnings in industrics 
with higher hourly rates but with less stability of employment 


Comment.—Far from providing higher annual earnings than those in other 
industries, retail trade has given its employees lower yearly earnings than all 
other major industries except for agriculture, forestry, fishing and services (table 
I). It is further significant that there is a direct relationship between the per- 





558 AMEND FAIR LABOR STANDARDS ACT OF 1938 


cent of coverage under the Fair Labor Standards Act and average annual earn- 
ings. Thus, the lowest average annual earnings per full time employee are found 
in agriculture, forestry and fishing with practically no coverage; in retail trade 
with only 3 percent of workers covered ; and in services with 18 percent coverage 
(table 2). 

Not only are average annual earnings lower in retail trade than in almost 
all other industries, as noted above, but they have also been declining relatively 
in the postwar period. For example, in 1953, the latest year for which data 
are available, average annual earnings per full-time employee in retail trade 
were $3,092 as compared with $4,051 in manufacturing. Thus, retail earnings 
were 76.3 percent of the latter. On the other hand, in 1946, the first postwar year, 
annual earnings in retailing averaged $2,141 or 85.1 percent of those in manu- 
facturing. The relative decline is obvious (table 3). Also obvious from an ex- 
amination of the data is that average annual earnings per full-time employee 
in retail trade has been lower year-for-year from 1946 through 1953 as compared 
with those in every major industrial group, except for agriculture, forestry, fish- 
ing and services. The latter also, as is true of retailing, were largely exempt 
under the Fair Labor Standards Act. The relationship between low annual 
earnings and exemptions under the Federal wage-and-hour regulations is fully 
demonstrated. 

It must be remembered too that the retail workers’ annual earnings averages 
conceal a substantial number of workers whose earnings are far below the 
average—earnings of women retail workers, earnings of workers in limited-price 
variety stores, earnings of employees in retail establishments in the South. 

As against average annual earnings of retail workers must be contrasted 
what minimum annual income the retail worker who is the head of a family of. 
four is required to have in order to maintain a health and decency standard of 
living. (Not a luxury or even a comfort standard by any means.) Even in 
New Orleans, the lowest-cost city in a survey made by the United States Bureau 
of Labor Statistics, such a retail worker would be required to earn at least 
$3,900 a year. As shown above, annual average earnings for retail workers in 
1953 were only $3,092, and the presumption is very strong that earnings in New 
Orleans for such a worker would be below this average. Retail workers living 
in higher-cost cities would have to earn considerably above this average to live 
according to the modest standard described by the United States Bureau of 
Labor Statistics. It is obvious, therefore, that retail trade does not provide 
annual earnings which compare favorably with other industries with higher 
hourly rates despite supposedly greater stability of employment and that earn- 


ings in retail trade are insufficient for the maintenance of even a modest standard 
of living. 


Claim 7. Coverage of retail trade under the Fair Labor Standards Act would 
limit hour of store operation by law. The real purpose of such a limitation 
would not be to protect workers from being overworked, but to provide 
premium pay after 40 hours 

Comment.—Nowhere in the Fair Labor Standards Act is there the fixing of a 
40-hour week nor is there any prohibition on the number of hours worked by any 
covered employee, except that under section 7 of the Federal wage-and-hour 
law hours worked in excess of 40 must be paid for at time and one-half the 
regular rate, in accordance with general purposes of the law, one of which is to 
encourage moderate hours of work. The 40-hour standard workweek has become 
prevailing practice in most of American industry. To deny its benefits to retail 
workers by excluding them from coverage under the Fair Labor Standards Act, 
is discriminatory and unfair. 

The limited Federal coverage for retail workers provided by S. 662, moreover, 
would not affect most workers in retail trade, and their hours of work would 
continue to be subject only to relevant State laws—where they exist. 


Claim 8. Coverage under the Fair Labor Standards Act will diminish the num- 
ber of jobs in retailing and deprive students and housewives of part-time em- 
ployment ; marginal workers unsuited for factory work or retail jobs; and 
new, inexperienced employees of on-the-job training opportunities 

Comment.—These prophesies of doom have been heard whenever Congress has 
passed legislation necessary for the welfare of the Nation and of its working 
people. Experience has shown, however, how unfounded these predictions of 
disaster have been and how unwarranted the violent opposition by employers. 

Disregarding the fact that S. 662 would cover only a minority of retail trade 
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employees, spokesmen for the retail interests warn of the possible loss of jobs if 
this bill is passed, ignoring the fact that there would remain ample employment 
opportunities for part-time employment for women and students in retail estab 
lishments subject only to State laws, with much lower minimums. Also con- 
veniently ignored is the fact that section 14 of the Fair Labor Standards Act 
makes provision for subminimum wage rates for learners and apprentices, and 
for the aged and the handicapped. 


Claim 9. The administration of the Fair Labor Standards Act is complicated 
and will be a heavy burden on the small retailer 


Comment.—This allegation also ignores the facts. S. 662 would cover only the 
larger retail establishments and would impose no additional recordkeeping on 
most retailers. Even for these retailers who would be covered, the additional rec- 
ordkeeping would be no greater burden than is now being borne, with no discerni- 
ble difficulty, by manufacturing establishments and other covered enterprises often 
far smaller in size than the retail establishments whose coverage under the Fair 
Labor Standards Act is contemplated by the Lehman bill. 


TABLE 1.—Average annual carnings per full-time employee, by industry, 1946-53 


1953 1952 1951 1950 1949 1948 1947 1956 


Agriculture, forestry and fisheries- $1, 653 | $1, 629 $1, 534 | $1,362 $1,319 $1,345 | $ 
Mining----- ‘ 4, 364 4, 069 3, 891 3, 448 3, 207 3, 387 
Contract construction _ eine 4, 244 4, 022 3, 735 3, 354 3, 230 3, 119 
Manufacturing - : 4, 051 3, 834 3,612 | 3,300 3.092 3,040 

3 

? 


288 


Wholesale trade _- 4,465 | 4,284) 4,138 | 3,834) 3,619 | 3,566 
Retail trade 3, 092 2. 974 2, 875 2, 729 2, 623 2, 547 
Finance, insurance and real estate 3, 761 3,592 | 3,426 3,244 3,046 | 2,947 
Transportation - 4, 441 4, 254 4,033 | 3, 699 3, 556 3, 449 
Communication and public utilities 4, 034 3,802 | 3,554 3, 321 3, 153 , 002 
Services. ...-..- wall 2, 650 2, 529 2, 362 2, 220 2, 166 2, 112 


PNP NWSNNS = 


Source: U.  Rhapnetenet of Commerce, National Income, 1954 edition, table 27 


TaBLE 2.—Percent of workers protected by the Fair Labor Standards Act, by 


Industry Divisions, September 1953 
Percent protectid 
under FSA 
Retail trade 
Manufacturing 
Mining 
Construction 


Transportation, 
Services 
1 Less than one-half of 1 percent. 
Source: U. S. Labor Department, Wage and Hour Division. 


TABLE 3.—Annual earnings in retail trade as a percent of annual carnings in 
other industries 





| 1953 | 1952 | 1951 | 1950 | 1949 | 1948 


Manufacturing a oe ‘ 76.3 | 77.6 | 79.6 | 82 
Wholesale trade baéce ' 69.2 | 69. 69.5 | 71. 
Finance, insurance, and real estate____ 82.2 | 82 83.9 | 84. 
Transportation beus 69.6 | 69.9 | 71.3 | 73.! 
Communication and public utilities. oe ‘ 76.6 | 78.2 | 80.9 | 82. 


Source: U. Danian of Commerce, National Income, 1954 edition, table 27. 
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STATEMENT OF L. S. BUCKMASTER, GENERAL PRESIDENT, UNrTeD RUBBER, 
Cork, LINOLEUM AND PLASTIC WORKERS OF AMERICA, CIO 


As the duly elected president of our organization, consisting of approximately 
200,000 men and women working in large and small manufacturing plants 
throughout the United States, it is my privilege to submit this statement to the 
Labor Subcommittee of the Senate Committee on Labor and Public Welfare, 
which is now considering proposed changes in the Fair Labor Standards Act. 

Our organization was formed 20 years ago and has steadily grown to its 
present size. We represent workers engaged in the manufacture of rubber 
products, cork products, linoleum and other hard surface floor coverings, and 
a wide variety of plastic items. Our union negotiates with some of the major 
industrial concerns in the United States, including the Goodyear Tire & Rubber 
Co., United States Rubber Co., the Firestone Tire & Rubber Co. and the B. F. 
joodrich Tire & Rubber Co., as well as with smaller concerns employing as 
few as 25 employees. 

Average straight-time hourly earnings for persons working in the rubber 
industry are approximately $1.95 and the industry ranks seventh among the 
21 manufacturing industries in the United States in this regard. There are 
few members of our union who are currently earning less than $1.25 per hour. 

Nevertheless, I urgently recommend that this subcommittee approve an in- 
crease in the minimum wage to $1.25 throughout the United States, and the 
broadening of coverage, as proposed in Senator Lehman’s bill (S. 662). The 
general economic and social justifications for such an increase have been pre- 
sented in great detail to the subcommittee in both oral and written testimony 
by other spokesmen for the CIO and, therefore, do not need repeating here. I 
would like to add to that testimony, however, 1 or 2 general comments and 
some specitic information about situations in industries which we represent, 
which further point up the need for this increase. 

There are perhaps many desirable social changes which cannot be achieved 
by legislation. Increasing the minimum wage and extending its coverage, how- 
ever, will provide a means, which the country can well afford, by which depressed 
living standards in sections of our population may be raised toward a national 
level of decency. In a sense, a low minimum wage such as now exists, con- 
dones the existence of certain factories or operations, at least partially, because 
they are able to exploit labor. 

Fair competition is certainly a healthy characteristic of our American 
economy. We would suggest, however, that one aspect of “fair” competition 
would be that it should not thrive, or even partially exist, by virtue of sub- 
standard wages. Competition is not “fair” when it exists in whole or part by 
depriving people of opportunities toward a humane fullness of life. 


THE RUBBER INDUSTRY 


There are a few specific cases, however, in which our membership has some 
direct interest in increasing the minimum wage to $1.25. 

Within the rubber industry almost 50 percent of the employees are engaged 
in the manufacture of tires and tubes. Earnings in this segment of the industry 
are higher than the average, namely about $2.24 per hour on a straight-time 
basis. 

There are no tire and tube plants at which employees are paid less than 
$1.25 per hour. .However, these plants also manufacture tire retreading mate- 
rial known as “camelback” and, in the production of this item, the plants 
face competition from small, low-paying establishments. Following is a list of 
the well-known rubber companies manufacturing camelback: 


Armstrong Rubber Co., 
Cooper Tire & Rubber Co., 
Dayton Rubber Co., 

Denman Cord Tire & Rubber Co., 
Firestone Tire & Rubber Co., 
Gates Rubber Co., 

B. F. Goodrich Co., 

Goodyear Tire & Rubber Co., 
Kelly-Springfield Tire Co., 
Lee Tire & Rubber Co., 
Mansfield Tire & Rubber Co., 
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Mohawk Rubber Co., 

Pacific Rubber Co., 

Polson Rubber Co., 

Seiberling Rubber Co., 
Southeastern Rubber Products, 
United States Rubber Co. 


These companies are all paying their employees more than $1.25 per hour, in 
most cases substantially more than $1.25. In contrast to this, the Continental 
Tire & Rubber Co. in Guntersville, Ala., is paying its skilled employees 80 cents 
per hour, and other employees 75 cents per hour. 

The key operation in the manufacture of camelback is the tubing process, in 
which the rubber is forced through a die to make a continuous strip of camel- 
back. In preparation for this, it is necessary to have a warm-up operator work 
the rubber to the proper consistency for tubing. These are the two skilled jobs 
in the process; other workers are needed to perform unskilled work. 

An analysis of the rates that are paid for producing camelback at various 
United Rubber, Cork, Linoleum and Plastic Workers of America plants will 
show that even a minimum wage of $1.25 will not completely eliminate the wage 
differential between established plants and the low-paying camelback companies. 
lor example, at the Seiberling Rubber Co. in Barberton, Ohio, the warmup mill 
operator is earning $2.15 per hour and the tread tuber $2.55. At the Mohawk 
Rubber Co. in Akron, Ohio, these two key jobs pay $2.66 and $2.86 per hour respec- 
tively. At the new plant of the Mohawk Rubber Co. in Littleton, Colo. (con- 
structed for the sole purpose of producing camelback) these two operations pay 
$1.85 and $2.05 respectively. At the plant of the Polson Rubber Co. in Garretts- 
ville, Ohio employees receive $1.91 for these operations. 

These wage differentials of over 100 percent are important enough under con- 
ditions of normal economic competition, but they become particularly important 
when Government contracts are involved. It is our understanding that the Con- 
tinental Rubber Co. with hourly wage rates approximately half as high as at 
established plants manufacturing camelback, has been the successful bidder on 
numerous Government contracts for the production of camelback, some to be 
used within the continental limits of the United States and some to be used at 
overseas installations. 

It is not claimed that competition between companies is solely in the field of 
hourly wage rates. Certainly, manufacturing efficiency and output per man- 
hour both affect unit costs. But, nevertheless, a wage differential of over 100 
percent is so extreme as to present unfair competition to even the most efficient 
plant. 

Substandard wages in the rubber industry are not entirely confined to specific 
operations or individual companies. I should like to call the subcommittee’s 
attention to the fact that in Ohio even in the high-paying rubber products indus- 
try, where nationwide average straight time hourly earnings in 1953 were $1.87, 
5,686 persons were receiving less than $1.25 per hour. This condition may have 
altered somewhat since 1953 as a result of collective bargaining, but it certainly 
still exists. 

In conelusion, may I again say that my statements herein should be con- 
sidered by the subcommittee as supplementary to testimony offered by others 
in the CIO. I have not repeated them here, as a convenience to the subcom- 
mittee, but our organization fully supports the position advanced before the 
subcommittee by CIO President Walter Reuther. 

I would appreciate the consideration of the subcommittee in permitting me 
to include this statement in the record. 


(The following resolutions were received for the record :) 


RESOLUTION ADOPTED BY THE BOARD OF ALDERMEN, TOWN OF BROOKFORD, N. C. 
APRIL 14, 1955 


Whereas the present 75-cents an hour Federal minimum wage, enacted in 1949, 
has fallen far short of the purposes contemplated by the Fair Labor Standards 
Act—namely, to assure a decent minimum living standard for all American wae 
earners ; and 

Whereas living costs have risen so sharply since 1949 that remedial legislative 
action has now become an urgent matter ; and 

Whereas a substantial number of Brookford citizens and their families have 


suffered greatly as a direct result of the inadequate minimum now in existence; 
and 
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Whereas this low minimum has become a serious threat to those business 
and industry leaders in our community who honestly believe in the value and 
desirability of good wages but are placed at an economic disadvantage by the 
wage policies of selfish competitors ; and 

Whereas a higher wage minimum would have an immediate and beneficial 
effect on the economic and social life of our community by enlarging the flow 
of purchasing power, thereby aiding businessmen, professional men and all 
others whose prosperity depends on the well-being and income level of workers : 
Therefore be it 

Resolved, That we urge the Congress of the United States to increase the exist- 
ing Federal wage minimum to no less than $1.25 an hour at the present session 
of Congress ; and be it further 

Resolved, That copies of this resolution be sent to the chairmen of the appro- 


priate committees of the House of Representatives and the Senate in Wash- 
ington, D. C. 





RESOLUTION OF CITy OF MEDFORD, MAss. 


Whereas the President of the United States has proposed and Congress is now 
considering legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages, and help 
to solve the problem of runaway shops; and 

Whereas the city of Medford, in the Commonwealth of Massachusetts, has 
suffered economic distress because of the inadequacy of the present minimum 
wage and is threatened with further difficulties unless action is taken quickly ; 
and 

Whereas the President’s proposal of a 90-cent minimum falls far short of meet- 
ing the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolved by the City Council of Medford, That we call upon the Congress of 
the United States to enact a Federal minimum wage of $1.25 an hour and urge 
our Senators and Representatives to support such legislation, in the interest 
both of our own community and of the Nation. 

In city council, April 5, 1955. 

Passed and referred to Senators Saltonstall and Kennedy and Congressman 
MacDonald. 


RESOLUTION OF CITY OF LAWRENCE, MASS. 


Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help 
to solve the problem of runaway shops; and 

Whereas, the city of Lawrence, Mass., has suffered economic distress because 
of the inadequacy of the present minimum wage, and is threatened with further 
difficulties unless action is taken quickly; and 

Whereas, the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolved by the City Council of Lawrence, Mass., That we call upon the Con- 
gress of the United States to enact a Federal minimum wage of $1.25 an hour, 
and urge our Senators and Representative to support such legislation, in the 
interests both of our own community and of the Nation. 

In city council, March 14, 1955. 

Adopted by unanimous vote on motion of Alderman Turrisi, seconded by 
Alderman Guilmette. 

Attest : 


[SEAL] JOSEPH R. Smvutt, City Clerk. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 563 


RESOLUTION OF THE TOWN OF BURBRILLVILLE, R. I. 


Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help 
to solve the problem of runaway shops; and 

Whereas the town of Burrillville, R. I., has suffered economic distress because 
of the inadequacy of the present minimum wage, and is threatened with further 
difficulties unless action is taken quickly ; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolved by the town council of Burrillville, R. 1., That we call upon the 
Congress of the United States to enact a Federal minimum wage of $1.25 an hour, 
and urge our Senators and Representatives to support such legislation, in the 
interests both of our own community and of the Nation. 


RESOLUTION OF Boston City COUNCIL 


Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help to 
solve the problem of runaway shops; and 

Whereas the city of Boston has suffered economic distress because of the in- 
adequacy of the present minimum wage, and is threatened with further difficulties 
unless action is taken quickly; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolwed, That the Boston City Council call upon the Congress of the United 
States to enact a Federal minimum wage of $1.25 an hour, and urge our Senators 


and Representatives to support such legislation, in the interests both of our own 
community and of the Nation. 


In city council April 4, 1955. Adopted. 
Attest: 
WALTER J. MALLOY. 
City Clerk. 


RESOLUTION, CITY OF MANCHESTER, N. H., 1955, MEMORIALIZING THE CONGRESS OF 
THE UNITED STATES TO SupporT PROPOSED LEGISLATION WHEREBY THE PROV- 
VISIONS OF THE FEDERAL MINIMUM WaGE AcT BE AMENDED BY INCREASING 
THE PRESENT 75-CENTS-AN-Hour RATE To $1.25 


Resolved by the board of mayor and aldermen of the city of Manchester as 
follows: 

Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help to 
solve the problem of runaway shops; and 

Whereas the State of New Hampshire has suffered economic distress because 
of the inadequacy of the present minimum wage, and is threatened with further 
difficulties unless action is taken quickly ; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of meet- 
ing the needs of underpaid workers or of the population as a whole: Therefore, 
be it 
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Resolved by the board of mayor and aldermen of the city of Manchester, N. H., 
That we call upon the Congress of the United States to enact a Federal minimum 
wage of $1.25 an hour, and urge our Senators and Representatives to support such 
legislation, in the interests both of our own State and of the Nation. 

Resolved further, That the city clerk be and he is hereby directed to forward a 
copy of this resolution to the Members of the New Hampshire delegation in the 
Congress of the United States. 

Resolved, That this resolution shall take effect upon its passage. 

April 19, 1955, in board of mayor and aldermen. Passed to be enrolled. 


JOSAPHAT T. BENOIT, 
Mayor. 
A true copy. Attest: 
M. J. QUINN, 
City clerk. 


RESOLUTION MEMORIALIZING CONGRESS To ENACT A FEDERAL MINIMUM WAGE OF 
$1.25 an Hour 


Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour ; and 

Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages and 
help to solve the problem of runaway shops: and 

Whereas in the State of Rhode Island many industries are getting serious and 
unfair competition from plants in low-wage areas because of the inadequacy of 
the present minimum wage, and the State may lose more of its industries unless 
action is taken quickly to raise the Federal minimum: Now, therefore, be it 

Resolved, That the General Assembly of the State of Rhode Island calis upon 
the Congress of the United States to enact a Federal minimum wage of $1.25 an 
hour and urges our Senators and Representatives from Rhode Island in the 
Congress of the United States to support such legislation, in the interests both 
of our own State and of the Nation; and be it further 

Resolved, That the Secretary of State be and he is hereby authorized to trans- 
mit to the Senators and Representatives from Rhode Island in the Congress of 
the United States duly certified copies of this resolution. 


RESOLUTION OF THE BOARD OF ALDERMEN OF BRIDGEPORT, CONN. 


Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages 
and help solve the problem of runaway shops; and 

Whereas in the town of Bridgeport, State of Connecticut, many industries 
are getting serious and unfair competition from plants in low wage areas because 
of the inadequacy of the present minimum wage, and the town may lose more 
of its industries unless action is taken quickly to raise the minimum wage; 
and 

Whereas the President’s proposal of a 90-cent minimum falls far short of meet- 
ing the needs of underpaid workers, or the population as a whole; therefore, 
be it 

Resolved by the board of aldermen, of the city of Bridgeport, Conn., That we call 
upon the Congress of the United States to enact a Federal minimum wage of 
$1.25 an hour, and urge our Senators and Representatives to support such legis- 
lation in the interests both of our own community, State and of the Nation. 

On motion by Alderman Schiller, seconded by Alderman Burstein and carried 
unanimously, rule XIX, section 5, of the rules of order was suspended and unan- 
imous consent for immediate consideration of this communication granted. 
Alderman Schiller then moved that the communication be accepted and the reso- 
lution enclosed adopted and this motion was seconded by Alderman Burstein and 
carried unanimously. 
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The city clerk was instructed to forward a copy of the resolution to the 
Connecticut national Senators and Representatives. 

Copies of the resolution were forwarded to the Connecticut United States 
Senators and Congressmen on April 7, 1955. 


RESOLUTION OF THE Bristo. City CoUNCIL 


At a meeting held of the Bristol City Council in the council chamber of the 
city hall on April 5, 1955, a resolution was adopted to petition Congress for 
Federal Minimum Wage Act of $1.25 an hour. 

A communication from Raymond L. Richard of the Greater Bristol Industrial 
Council was presented as follows: 

MarcH 21, 1955. 
JamMES P. CASEY, 
City Hall. 


Dear Sir: In accord with our conversation on the matter enclosed you will 
find a copy of the resolution on the new national minimum wage legislation 
presently pending in Congress. 

There is no doubt in my mind that you are fully aware of the advantages 
to be gained in this area by the enactment of such a law. I am also convinced 
that you can be relied upon to support this resolution to the fullest, and we 
in turn shall do our utmost to insure the presence of a group of labor repre- 
sentatives when the city council meets. 

Thanking you for the courtesy extended us and assuring you that you may 
call upon us for anything in which we may be able to assist you, I remain 

Sincerely yours, 


RAYMOND L. RICHARD. 


On motion of Councilman McCarthy it was voted: That the petition 
accepted and that a resolution be adopted as follows: 

Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help 
to solve the problem of runaway shops; and 

Whereas in the city of Bristol, Conn., many industries are getting serious 
ond unfair competition from plants in low-wage areas because of the inadequacy 
of the present minimum wage, and the city may lose more of its industries 
unless action is taken quickly to raise the Federal minimum; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole; There- 
fore be it 

Resolved by the city council of Bristol, Conn., that we call upon the Congress 
of the United States to enact a Federal minimum wage of $1.25 an hour, and 
urge our Senators and Representatives to support such legislation, in the 
interests both of our own community and of the Nation. 


be 


RESOLUTION OF THE BOARD OF WARDEN AND BURGESSES OF NAUGATUCK, CONN. 


At a meeting of the board of warden and burgesses held April 5, 1955, it was 
voted that the following resolution be adopted and a copy sent to each of the 
Connecticut Senators and Representatives in the Congress of the United States: 

Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help to 
solve the problem of runaway shops; and 

Whereas in the town of Naugatuck, State of Connecticut, many industries are 
setting serious and unfair competition from plants in low-wage areas because of 
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the inadequacy of the present minimum wage, and the town may lose some of its 
industries unless action is taken quickly to raise the Federal minimum; and 

Whereas the President's proposal of 90-cent minimum falls far short of meet- 
ing the needs of underpaid workers or of the population as a whole; Therefore 
be it 

Resolved by the board of warden and burgesses of Naugatuck, Conn., that we 
call upon the Congress of the United States to enact a minimum Federal wage 
of $1.25 an hour, and urge our Senators and Representatives to support such 
legislation, in the interests of our community, our State and of the Nation. 

Attest: 

CHARLES F.. Daty, Borough Clerk. 


RESOLUTION OF THE COMMON COUNCIL, CITY OF NEW BRITAIN, CONN., 
Marcu 16, 1955 


1448. Resolution relative to increase in minimum wages. 
To His Honor, the Mayor, and the Common Council of the City of New Britain: 


The undersigned beg leave to recommend the adoption of the following: 
Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 
Whereas a fair and reasonable wage would raise the living standards of 
underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help 
to solve the problem of runaway shops ; and 
Whereas, in the town of New Britain, many industries are getting serious and 
unfair competition from plants in low-wage areas because of the inadequacy of 
the present minimum wage, and the town may lose some of its industries un- 
less action is taken quickly to raise the Federal minimum ; and 
Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: 
Therefore be it 
Resolved by the Board of Aldermen, Common Council of the City of New Brit- 
ain, That we call upon the Congress of the United States to enact a Federal 
minimum wage of $1.25 an hour, and urge our Senators and Representatives to 
support such legislation, in the interests both of our own community and of the 
Nation. 
RAYMOND E. NeEwrTon, 
Vice President, Local No. 375, UAW-CIO. 
VINCENT M. HAYEs, 
JOHN Moskus, 
Leon F. HERMANKOWSKI, 
FRANK E. ZApATKA, 
F. ARBURR. 


Alderman Hayes moved to accept and adopt. Motion seconded by Alderman 
Zapatka. 

Alderman Hausman moved to postpone action for 30 days. Motion seconded 
by Alderman Mulligan, by a rising vote, 6 members voting in favor of tabling 
and 9 members opposed. 

Motion to table was declared lost. 

The original motion to accept and adopt was voted upon and declared carried 
by a rising vote, 9 members voting in favor and 6 members opposed. So voted. 

Returned to the city clerk without the approval or disapproval of the mayor 
March 18, 1955. 

Copies of resolution were sent to Senators and Congressmen. 


Whereas Congress enacted the national wage-hour law, providing a minimum 
wage of 40 cents an hour in 1938 and requiring time and one-half for all hours 
worked in intrastate commerce over 8 hours per day and 40 hours per week; and 

Whereas this was increased to 75 cents an hour in 1949 without any difficulty to 
industry but with great benefit to the lowest-paid workers in America; and 
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Whereas the 75-cent an hour minimum, which amounts to only $30 gross per 
40-hour week, is now entirely inadequate to maintain a minimum American 
standard of living; and 

Whereas since 1949 industrial wages of organized workers generally have 
increased by more than 40 cents an hour, making it imperative that the lowest 
paid, least protected workers in our economy receive similar increases; and 

Whereas the 75 cents an hour minimum wage permits employers in the low- 
wage Southern areas of the United States to compete unfairly with the employers 
in Northern States, causing plants to migrate from New Jersey to the low-wage 
areas, thereby causing unemployment in New Jersey and wiping out employment 
opportunities for thousands of workers in our State: Now, therefore, be it 

Resolwed, That the governing body of New Brunswick hereby urges an imme- 
diate increase in the Federal minimum wage to at least $1.25 an hour and that 
the coverage of that law include all workers engaged in intrastate commerce ; and 
be it further 

Resolved, That New Jersey Members of Congress be urged to sponsor and 
secure enactment of legislation to bring this about; and be it further 

Resolved, That copies of this resolution be sent to President Eisenhower, Gov- 
ernor Meyner, Senators Smith and Case, and Congressman James Auchincloss. 

Adopted March 8, 1955. 

LuKE J. Horvatu, 
JOHN A. LYNCH, 
CHESTER W. PAULUS, 
HERBERT D. DaILey, 
Board of Commissioners. 
Harry W. Dwyer, 
Clerk. 

I, Harry W. Dwyer, city clerk of the city of New Brunswick, N. J., do hereby 
certify that the above is a true and correct copy of a resolution adopted at a 
regular meeting of the board of commissioners held on March 8, 1955. 


Harry W. Dwyer, City Clerk. 


RESOLUTION OF THE CITy OF NEWARK, N. J., MEMORIALIZING CONGRESS TO ADOPT 
LEGISLATION FOR MINIMUM WAGE OF $1.25 PER Hour 


Approved as to form and legality on basis of facts set forth. 
VINCENT DIORPPEY, 
Corporation Counsel, 


Councilman Callaghen presents the following resolution : 

Be it resolved by the Municipal Council of the City of Newark: 

1. We hereby urge an increase in the Federal Minimum Wage to at least $1.25 
an hour and that the coverage of this law include all workers engaged in intra- 
state commerce. 

2. That New Jersey Members of Congress be urged to sponsor and secure enact- 
ment of legislation to bring this about. 

3. Copies of this resolution be sent forthwith to President Eisenhower, Gov- 
ernor Meyner, United States Senators Smith and Case, and the 14 New Jersey 
Members of the House of Representatives. 

Adopted at a meeting of the Municipal Council of the City of Newark, N. J., 
April 5, 1955. 

JOHN A. Brapy, President of the Council. 

Certified to by me this 6th day of April 1955. 

T. N. WIKLINTON, City Clerk. 


The Mayors’ Committee on Tariffs and the Federal Minimum Wage consisting 
of the mayors and city officials of municipalities in northern New Jersey, and 
representatives of industry and labor in that area, unanimously adopted the 
following resolutions Friday, April 15, 1955: 

Whereas the minimum wage fixed by the Fair Labor Standards Act has, for 
some years, remained at $0.75 per hour ; and 

Whereas living costs in the entire country have risen substantially during the 
past several years and said rate does not represent an adequate minimum rate 
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for the well-being of individual employees or the economy of this Nation; and 
Whereas legislation has been introduced in the Congress of the United States 
to increase said minimum wage: Now, therefore, be it 
Resolved, That this committee favors and approves the legislation now pending 
in the Congress of the United States, increasing the Federal minimum wage to 
$1.25 per hour, and be it further 
Resolved, That copies of this resolution be sent to the United States Senators 
and Representatives, representing the State of New Jersey in the Congress of 
the United States. 
Lester F. Tirus, Mayor of Paterson, Chairman. 
JOHN E. Oris, Mayor of West New York, Cochairman. 


City CouNncIL, PEABopy, Mass.—ExXTENSION OF REMARKS OF HoN, THOMAS J. 
LANE, OF MASSACHUSETTS, IN THE HOUSE OF REPRESENTATIVES, TUESDAY, 
APRIL 19, 1955. 


Mr. LANE. Mr. Speaker, under leave to extend my remarks, I wish to include 
the following resolution which was adopted by the city council, Peabody, Mass., 
endorsing legislation for the purpose of increasing the Federal minimum wage: 


“RESOLUTION ON RAISING THE FEDERAL MINIMUM WAGE 


“To the Congress of the United States: 


“Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

“Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages 
and help to solve the problem of runaway shops; and 

“Whereas the city of Peabody, Mass., has suffered serious competition because 
of the inadequacy of the present minimum wage, and is threatened with further 
difficulties unless action is taken quickly; and 

“Whereas the President’s proposal of a 9$0-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: 
Therefore be it 

“Resolved by the City Council of the City of Peabody, That we call upon the 
Congress of the United States to enact a Federal minimum wage of $1.25 an 
hour, and urge our Senators and Representatives to support such legislation, 
in the interest both of our own community and of the Nation. 


“Adopted at a regular meeting of the Peabody City Council held Thursday, 
April 28, 1955.” 


MINIMUM WAGE OF $1.25 AN Hour—EXxXTENSION OF REMARKS oF THoMAS J. LANE, 
OF MASSACHUSETTS, IN THE HOUSE OF REPRESENTATIVES, THURSDAY, APRIL 21, 
1955 


Mr. LANE. Mr. Speaker, under leave to extend my remarks, I wish to include 
the following resolution adopted by the City Council of the City of Lynn, Mass.: 

“Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the pres- 
ent inadequate figure of 75 cents an hour; and 

“Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages, 
and help to solve the problem of runaway shops; and 

“Whereas the city of Lynn, Mass., has suffered serious competition because 
of the inadequacy of the present minimum wage and is threatened with further 
difficulties unless action is taken quickly; and 

“Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: 
Therefore be it 

“Resolved by the City Council of the City of Lynn, That we call upon the 
Congress of the United States to enact a Federal minimum wage of $1.25 
an hour, and urge our Senators and Representatives to support such legislation 
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in the interests of both our own community and the Nation; and be it further 
“Resolved, That an attested copy of this resolution be sent to each of our 
Massachusetts Senators and Representatives in Congress.” 


[Congressional Record, Senate, May 9, 1955, p. 4979] 


Whereas the President of the United States has proposed, and Congress is now 
considering legislation to increase the Federal minimum wage above the pres 
ent inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages, and help to 
solve the problem of runaway shops; 

Whereas the city of Revere, Mass., has suffered serious competition because of 
the inadequacy of the present minimum wage, and is threatened with further 
difficulties unless action is taken quickly ; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of meet 
ing the needs of underpaid workers or of the population as a whole: Therefore, 
be it 

Resolved, That the Congress of the United States be memorialized by the City 
Council of the City of Revere to enact a Federal minimum wage of $1.25 an hour 
in the interest of both our community and of the Nation; and be it further 

Resolved, That copies of this resolution be forwarded to our Senators Kennedy 
and Saltonstall and Congressman Lane to enlist their support for the enactment 
of such legislation. 

In city council April 25, 1955. 

Ordered adopted, 

Attest: 


JOSEPH F, McCuristaL, City Clerk. 


City oF Paterson, N. J., May 9, 1955. 
Mr. Joe, R. JAcoBson, 
Executive Vice President, New Jersey State Council, 
Congress of Industrial Organizations, Newark, N. J. 

Dear Sir: In reply to your request of May 5, 1955, the following is a copy of 
the resolution adopted by the board of aldermen on May 2, 1955, which you 
requested : 

“Be it— 

“Resolved, That we, the aldermen of the city of Paterson, the only elected 
body that truly represents every resident of Paterson, regardless of political 
faith, do hereby resolve: 

“1. That our legislators from the State of New Jersey do vote in favor of any 
bill which is introduced and sponsors the $1.25 per hour minimum wage. 

“2. That you use all your influence on your constituents to also support such 
a measure.” 

Very truly yours, 
FRANK J. Scrro, City Clerk. 


RESOLUTION BY COUNCILMAN Hook, Ciry or RAHWay, N. J. 


Whereas Congress enacted the national wage-hour law, providing a minimum 
wage of 40 cents an hour in 1938 and requiring time-and-one-half for all hours 
worked in interstate commerce over 8 hours per day and 40 hours per week; and 

Whereas this was increased to 75 cents an hour in 1949, without any apparent 
difficulty to industry, but with great benefit to the lowest paid workers in Amer- 
ica; and 

Whereas it appears that the 75 cents an hour minimum, which amounts to $30 
cross per 40-hour week, is now entirely inadequate to maintain a minimum Amer- 
ican standard of living; and 

Whereas it is represented to the municipal council that since 1949 industrial 
wages of organized workers generally have increased by more than 40 cents 
an hour, making it imperative that the lowest-paid, least-protected workers in our 
economy receive similar increases; and 
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Whereas it is alleged that the 75 cents an hour minimum wage permits em- 
ployers in the low-wage, southern areas of the United States to compete unfairly 
with the employers in Northern States, causing plants to migrate from New 
Jersey to the low-wage areas, thereby causing unemployment in New Jersey 
and wiping out employment opportunities for thousands of workers in our 
State; therefore, be it 

Resolved, That the municipal council of the city of Rahway, relying upon the 
representations heretofore stated hereby urges an immediate increase in the Fed- 
cral minimum wage to at least $1.25 an hour and that the coverage of that 
law include all workers engaged in interstate commerce; and be it further 

Resolved, That New Jersey Members of Congress be urged to sponsor and 
secure enactment of legislation to bring this about; and be it further 

Resolved, That copies of this resolution be sent to President Eisenhower, Gov- 
crnor Meyner, Senators Smith and Case, and the 14 New Jersey Congressmen. 

I, Robert W. Schrof, city clerk of the city of Rahway, N. J., do hereby certify 
that the above and foregoing resolution was duly adopted at a regular meeting 
of the municipal council of the city of Rahway, N. J., on Wednesday evening, 
April 13, 1955. 

In witness whereof I have hereunto subscribed my name and affixed the 
seal of the said city of Rahway, N. J., this 14th day of April 1955. 


[SEAL] RosBert W. ScHROF, 
City clerk. 


ESOLUTION OF T JARFIELD, N. J. 
RESOLUTI F THE CITY OF GARFIE N. J 


Whereas the President of the United States has proposed and Congress is now 
considering legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour ; and 

Whereas a fair and reasonable minimum wage will raise the living standards 
of underpaid workers, increase the national income, stimulate business activities, 
minimize unfair industrial competition based upon sweatshop wages, and help to 
solve the problem of runaway shops; and 

Whereas a fair and adequate minimum wage is of particular concern to textile 
workers whose earnings have been frozen and in many cases reduced because 
owners of unorganized mills have held wages down below the level of subsist- 
ence, who have for 4 years suffered unemployment and partial unemployment 
from the resulting chaos of liquidations and migrations and who live in constant 
fear that some new sweatshops will steal their livelihood ; and 

Whereas the textile workers in the Passaic area have suffered particularly 
through the closing and liquidation of the Gera Mills which has meant a loss of 
approximately 2,000 jobs, and the realinement and consolidation of operations in 
Botany Mills has resulted in the elimination of approximately 4,000 jobs, and the 
slackening of work and increased assignments at the Forstmann Woolen Co. has 
meant the loss of approximately 3,000 jobs, and in other plants in the area 
similar conditions prevail; and 

Whereas the jobs that have been eliminated were for the most part the jobs of 
men and women who have spent 20 or more years of their lives in the textile 
industry, most of them between the ages of 40 and 65; and 

Whereas the workers in the 40- to 65-year-old age group cannot easily be re- 
trained and reabsorbed in other industries even if there were new job oppor- 
tunities created. These workers are “too young to retire and too old to get new 
jobs.” In other words, “too young to die but too old to be retrained”: Now, 
therefore, be it 

Resolved by the City Council of the City of Garfield, That Congress of the 
United States adopt a Federal minimum wage of 1.25 per hour; and be it further 

Resolved, That the city clerk be and he is hereby authorized to write to Con- 
gressman Widnall and Senator Case and Senator Smith urging them to support 
the $1.25 minimum wage as a means of stopping the migration of textile industry 
to low-wage areas wherever they may be located. 


BOLESLAUS PUZIE, 
Councilman. 

ANDREW SABO, 
Councilman, 
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Ciry or CAMDEN, 
OFFICE OF THE MAYOR, 


April 12, 1955. 
BARNETT KARP, 


Manager, South Jersey Joint Board, ILGWU, 
Camden, N. J. 

DEAR BARNEY: All reasonably minded Americans are agreed that a low mini- 
mum wage level is harmful to the best interests of the Nation. 

Before the Congress in 1938 enacted minimum-wage legislation the general 
condition for which improvement was sought had been responsible for wide- 
spread unrest, unwholesome living and working conditions and a hampering 
of efforts to achieve national prosperity. 

Since that time, up to 1949, the level has been advanced twice to meet the con- 
tinuing rising cost of living. Because the price of necessities has maintained an 
upward trend since that time, the present minimum-wage level is no longer 
adequate. Recognizing this, a proposal is now before our legislators to further 
stepup the minimum wage to 90 cents. 

After ignoring the importance of this matter for a considerable time the present 
administration in Washington has declared itself as favorable to the 90-cent 
proposal. The A. F. of L. and CIO along with many other groups contend that 
this is unrealistic in view of present-day price levels and general wage standards. 
They recommend that the minimum be fixed at $1.25. 

Unforunately not all workers are included under provisions of the minimum- 
wage law even at its present low rate of 75 cents. Many millions of working- 
men and women are not protected by it. Congress, however, has the power to 
determine which fields of employment are and are not subject to the law. 

It is obvious that the greater number of workers covered by the minimum wage 
law, the more the working population as a whole benefit from its provisions. I 
heartily concur with the point of view taken by the AFL and CIO. A happy 
working population is the salvation of any nation. There is no better way to 
assure this essential factor of contentment and security than by a pay standard 
that will permit the wage earer to live within his means and set aside something 
for the rainy day and, at the same time encourage maintenance of full employ- 
ment and contribute effectively to our national economy. I earnestly urge 
favorable action by the Congress of the United States to insure a $1.25 minimum 
wage standard. 

Sincerely yours, 
GEoRGE E. Brunner, Mayor. 


[From the Congressional Record, May 11, 1955, p. A3173] 


MINIMUM WAGE LEGISLATION—EXTENSION OF REMARKS OF HON. CLEMENT J. 
ZABLOCKI OF WISCONSIN IN THE HOUSE OF REPRESENTATIVES WEDNESDAY, 
May 11, 1955 


Mr. Zasiockt. Mr. Speaker, under leave to extend my remarks in the record, I 
wish to commend to the attention of the membership of this body a resolution 
adopted just recently by the City Council of the city of Milwaukee, Wis., 
memoralizing the Congress of the United States to enact legislation which would 
increase the minimum wage standards in industries now covered to $1.25 per 
hour. 

As a cosponsor of this legislation, I am particularly interested in seeing that 
early action may be taken thereon. As in the past, I shall continue to urge that 
hearings be held on this proposal as promptly as possible, in order that this 
House may be in a position to act on this vital legislation before the end of the 
current session. 

It is my sincere hope that the following resolution will merit thorough con- 
sideration from the membership of this body : 

“Resolution on higher legal minimum wage 

“Whereas the national minimum wage is meant to provide a minimum stand- 
ard of living necessary for health, efficiency, and general well-being of workers ; 
and 

“Whereas the national minimum wage should protect the employer who pays a 
living wage against substandard wage competition ; and 

“Whereas the national minimum wage should discourage employers from leav- 
ing decent wage areas to seek cheap labor in substandard wage areas; and 
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“Whereas an adequate national minimum wage is essential to local merchants 
to maintain their local market and to farmers to maintain and bolster a strong 
market for agricultural commodities : and 

“Whereas an adequate national minimum wage is essential to local govern- 
ments to prevent “run-away”’ industries, localized unemployment and mounting 
relief rolls; Now, therefore, be it 

“Resolved, That the City Council of the city of Milwaukee in the State of 
Wisconsin memorialize the Congress of the United States to increase the national 
minimum wage in industries now covered to $1.25 per hour: and be it further 

“Resolved, That copies of this resolution be sent to Senators Alexander Wiley 
and Joseph McCarthy and to Congressmen Clement Zablocki and Henry Reuss.” 





RESOLUTION 


Whereas the Congress of the United States and the legislature of the State 
of Connecticut are considering increasing the present inadequate minimum wage 
of 75 cents, which was enacted 6 years ago and since that time the cost of living 
has increased 14 percent, and because substandard wages constitute an unfair 
method of competition in commerce and industry ; and 

Whereas an increased minimum wage would provide for a raise in the stand- 
ard of living, protect areas of the country from exploit by other areas, defend 
employers from unfair competitive advantage of employers in other areas, in- 
crease the consumer’s purchasing power, therefore supporting the Nation’s 
economy : and 

Whereas the present administration’s proposal of 90 cents falls far short of 
meeting the barest minimum of a living wage: Therefore be it 

Resolved, That we, the Town Council of East Hartford, Conn., recommend 
and urge that the minimum wage be increased to $1.25; and be it further 

Resolved, That this resolution be sent to our respective Representatives in 
the United States Congress and Connecticut Legislature and they be called upon 
to support the increased minimum wage of $1.25. 

Passed unanimously on May 17, 1955, and copies have been sent to Hill, chair- 
man of Senate Labor Committee, and Chairman Barden of the House Labor 
Committee, and all Connecticut Congressmen as well as appropriate State officials. 





RESOLUTIONS. OF THE CourRT OF COMMON COUNCIL, Crry OF HARTFORD, CONN. 


FEDERAL MINIMUM WAGE—INCREASE OF PRESENT RATE-—-RESOLUTION BY MAYOR 
DELUCCO 


Whereas the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour ; and 

Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages 
and help to solve the problem of runaway shops; and 

Whereas the city of Hartford and the State of Connecticut have suffered eco- 
nomic distress because of the inadequacy of the present minimum wage, and 
is threatened with further difficulties unless action is taken quickly; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolved by the Court of Common Council of Hartford, Conn., That we eall 
upon the Congress of the United States to enact a Federal minimum wage of 
$1.25 an hour, and urge our Senators and Representatives to support such 
legislation, in the interests of our community, State and Nation; and be it 
further 


Resolved, That a copy of this resolution be sent to the Senators and Congress- 
men of Connecticut. 

Proposed amendment was introduced by Councilman Cronin: And be it further 

Resolved, That the Court of Common Council hereby approves a minimum wage 
of $1.25 per hour for all city employees; and be it further 
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Resolved, That all rate ranges for jobs which are below that amount be 
raised to $1.25 per hour; and be it further 

Resolved, That the city manager be and he hereby is directed to prepare and 
introduce at the next regular meeting ordinances nevessary to effect this result 

After discussion, Councilman Cronin moved reference to the legislative com- 
mittee for study. 

The resolution -and amendment were referred to the legislative committee 
ou the following rolleall vote: 

Yeas—Councilmen Bonee, Cohn, Cooney, Cronin, DeLucco, Kelly, Kinsella, 
and Parskey; 8. , 

Nay—Councilman Camilliere: 1. 

(Original resolution passed May 9, 1955, by rolleall vote 8 to 1.) 

(Amendment lost on May 5, 1955 by rolleall vote 2 to 6.) 

(The council recessed at 10 p. m., and reconvened at 11: 05 p.m.) 


City OF HoLyoKeE, MaAss., April 13, 


A RESOLUTION OF THE $1.25 MINIMUM WAGE 


The 75-cent minimum wage was adopted in 1949 as a compromise measure. The 
House Committee on Education and Labor reported that it was inadequate. Not 
only was it insufficient in 1949, but it has become obsolete by reason of changes 
in our economy since that time. 

A fair and reasonable wage would raise the living standards of underpaid 
workers, increase the national income, stimulate business activity, minimize 
unfair industrial competition based upon sweatshop wages, and help to solve the 
problem of runaway shops. 

A fair and adequate minimum wage is of great concern to the textile workers, 
whose earnings have been frozen, and in many cases reduced because unscrupu- 
lous owners of organized mills have held wages down below the level of sub 
existence. Who have for 4 years suffered unemployment and partial unemploy- 
ment from the chaos resulting from the liquidations and migrations. Who live 
in constant fear that some new sweatshop will steal their livelihood. The im- 
position of such conditions on more than a million workers is an intolerabie 
abuse of economic justice, and a threat to the Nation: Therefecre be it 

Resolved: By the Board of Aldermen of the City of Holyoke, that we call upon 
the Congress of the United States to enact a Federal minimum wage of $1.25 an 
hour, and urge our Senators and Representatives to support such legislation in 
the interests of our community, State, and the Nation. 

A true copy of resolution adopted by the board of aldermen, March 15, 1955, 
signed by the mayor April 6, 1955. 

Attest: 

JOSEPH JUBINVILLE, Jr., 
City Clerk. 


City oF LOWELL, MAss., 
April 13, 1955. 
JOINT COMMITTEE, 
AMERICAN FEDERATION OF LABOR AND CIO, LOWELL AREA, 
Lowell, Mass. 
(Attention : Mr. Thomas P. Ahern, Mr. Alton Hodgman. ) 

Dear Sirs: The following resolution was presented at the regular meeting 
the Lowell City Council held on April 12, 1955, and adopted on a rolleall vote: $ 
members voting yea. 

WILLIAM H. Suttivan, Olerk. 


“T'o the Congress of the United States, to be recorded in the Congressional Record: 


“Whereas the President of the United States has proposed, and Congress is 
now considéring, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

“Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages, 
and help to solve the problem of runaway shops; and 
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“Whereas the city of Lowell, Commonwealth of Massachusetts, has suffered 
economic distress because of the inadequancy of the present minimum wage, and 
is threatened with further difficulties unless action is taken quickly; and 

“Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore, be it 

“Resolved by the City Council of Lowell, Mass., That we call upon the Congress 
of the United States to enact a Federal minimum wage of $1.25 an hour, and 
urge our Senators and Representatives to support such legislation, in the inter- 
ests both of our own community, the Commonwealth of Massachusetts, and of 
the Nation.” 

Very truly yours, 
SusAN A. PYNE, 
Assistant City Clerk. 
Copies sent to: Senators Kennedy and Saltonstall, Hon. Edith Nourse Rogers. 


RESOLUTION 


To the Congress of the United States: 


Whereas, the President of the United States has proposed, and Congress is now 
considering, legislation to increase the Federal minimum wage above the present 
inadequate figure of 75 cents an hour; and 

Whereas, a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages, 
and help to solve the problem of runaway shops; and 

Whereas, the city of New Bedford, Mass. has suffered economic distress be- 
cause of the inadequacy of the present minimum wage, and is threatened with 
further difficulties unless action is taken quickly ; and 

Whereas, the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it 

Resolwed by the City Council of New Bedford that we call upon the Congress 
of the United States to enact a Federal minimum wage of $1.25 an hour, and 
urge our Senators and Representative to support such legislation, in the inter- 
ests both of our own community, and of the Nation. 


STATEMENT READ AT RECENT HEARING (APRIL 7, 1955) HELD By CONNECTICUT 
STATE LEGISLATURES FEDERAL AND INTERGOVERN MENTAL RELATIONS COM MITTEF. 


Tuis STATEMENT IS SUBMITTED ON BEHALF OF RICHARD C. LEE, MAYOR OF THF. 
CIty OF NEw HAVEN 


Many people of New Haven have expressed to me their concern about the flight 
of industry from our city and State and, in fact, the entire New England region, 
to low wage areas in other parts of the United States. 

While we would all agree that other areas of the United States should cer- 
tainly be encouraged to grow in every way, it should not be at the expense of 
Connecticut workers and Connecticut businessmen as a result of unfair competi- 
tion of substandard wages. 

The Congress of the United States is now considering a further revision of the 
Fair Labor Standards Act, which would increase the minimum wage figure above 
the present inadequate figure of 75 cents an hour. 

On the basis of figures from our State labor department and from other sources, 
it seems to me that the minimum wage should be $1.25 an hour. The day of the 
sweatshop has passed in this State. Let it not be said that we sat quietly while 
it moved on to less alert and less progressive areas of our Nation. We must raise 
their living standards to meet ours—not reduce or stagnatize ours to meet theirs. 

For these reasons I urge that this committee approve a national minimum 
wage of $1.25 an hour. 

This is a true copy. 
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CITY OF NORWALK, 
Norwalk, Conn., May 19, 1955. 
HENRY BECKER, 
Connecticut State Industrial Union Council, 
Waterbury, Conn. 

Dear Mr. BECKER: In response to your letter of May 17, please be advised that 
the Common Council of the City of Norwalk, Conn., at its regular meeting held 
April 12, 1955, voted to go on record in favor of raising the scale of minimum 
wage; and authorized the mayor to advise the Congressman and Senators of its 
action. 

Accordingly, Senators William A. Purtell and Prescott Bush and Congressman 
Albert P. Morano were advised of the council's action. 

You may be interested to know that the two Senators have already advised us 
that they are in sympathy with raising the minimum wage. 

Very truly yours, 
IRVING C. FREESE, Mayor. 


This is to certify that the following is a true and attested copy of a resolution 
adopted by the Council of the City of Norwich at a meeting held on April 4, 1955, 
and that the same has not been amended or rescinded. 


**RESOLUTION 


“Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

“Whereas a fair and reasonable minimum wage would raise the living stan- 
dards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages 
and help to solve the problem of runaway shops ; and 

“Whereas the town of Norwich has suffered economic distress because of the 
inadequacy of the present minimum wage, and is threatened with further diffi- 
culties unless action is taken quickly : Now therefore 

“Resolved, That the Council of the City of Norwich favors the enactment by 
the Congress of the United States of a substantially higher Federal minimum 
wage in the interests both of our community and of the Nation and further: 

“Resolved, That the clerk of the city of Norwich be and he is hereby directed 
to transmit copies of the foregoing resolution to the proper committees of the 
Senate and House of Representatives of the Congress of the United States and 
to Senators Prescott Bush and William A. Purtell and Congressman Horace 
Seeley-Brown, Jr.” 

Dated at Norwich, Connecticut, htis 5th day of April A. D. 1955. 

Attest : 

YVONNE E. BfENac, 
Assistant City Clerk. 


RESOLUTION 


Resolved, By the Board of Commissioners of the City of Passaic that we 
endorse and approve the proposed increase of the Federal minimum wage to 
$1.25 per hour as urged by the joint board of the Textile Workers Union of 
America, CIO. The essential needs of a decent American minimum standard of 
living requires such action. It is also necessary in the interest of safeguarding 
the economic well being of established industrial areas such as our own which 
has suffered greatly from unfair competition from areas where low wages and 
low living standards prevail. We urge the Congress of the United States to 
adopt the $1.25 per hour minimum wage as an act of justice; Further 

Resolved, That a certified copy of this resolution be sent to Congressman 
Gordon Canfield and to the United States Senators from the State of New 
Jersey, and that we, the members of the Board of Commissioners of the City 
of Passaic pledge our cooperation and support to the adoption of the program. 


Morris PASHMAN. 
Dated: April 18, 1955. 
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City or UTIcA, 
COMMON COUNCIL, 
Utica, N. Y., January 19, 1955. 

By Alderman Goldbas: 

Whereas there is a bipartisan movement to establish a national minimum wage 
of $1.25 per hour, and 

Whereas Governor Harriman is favoring such a statewide minimum wage, 

Whereas such a minimum wage would overcome the advantage of cheap labor 
areas: Be it 

Resolved, That the Common Council of the City of Utica go on record for a 
State and national minimum wage of $1.25 per hour. 

That a certified copy of this resolution be forwarded to our State senator, our 
assemblymen, our congressional Representatives, our Governor and our Presi- 
dent, urging the adoption of a minimum wage law. 

STATE OF NEw York, City or Utica, City Clerk’s Office, ss: 

I hereby certify that I have compared the foregoing copy of a resolution of 
the common council with the record of proceedings of the Common Council of 
said City of Utica, duly made and on file in this office, and that the same is a 
correct transcript therefrom and of the whole of said resolution. 

In testimony whereof, I have hereunto affixed the corporate seal of said city, 
and subscribed my name, this 14th day of April, 1955. 

[ SEAL] ANTHONY Risto, Jr., 

City Clerk. 





RESOLUTION ADOPTED MARCH 7, 1955, By BOARD OF ALDERMEN OF WATERBURY, CONN. 


RESOLUTION ON RAISING THE FEDERAL MINIMUM WAGE 
To the Congress of the United States: 

Whereas the President of the United States has proposed, and Congress is 
now considering legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living standards 
of underpaid workers, increase the national income, stimulate business activity, 
minimize unfair industrial competition based upon sweatshop wages and help 
to solve the problem of runaway shops; and 

Whereas the city of Waterbury, Conn., has suffered serious competition be- 
cause of the inadequacy of the present minimum wage, and is threatened with 
further difficulties unless action is taken quickly; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of 
meeting the needs of underpaid workers or of the population as a whole: There- 
fore be it . 

Resolved by the Board of Aldermen of the City of Waterbury, That we call 
upon the Congress of the United States to enact a Federal minimum wage of 
$1.25 an hour, and urge our Senators and Representatives to support such legisla- 
tion, in the interests both of our own community and of the Nation. 





(Senator Smith submitted the following resolution :) 
RESOLUTION TO NEW JERSEY SENATORS 


The mayors’ committee on tariffs and the Federal minimum wage consisting 
of the mayors and city officials of municipalities in northern New Jersey, and 
representatives of industry and labor in that area, unanimously adopted the fol- 
lowing resolutions Friday, April 15, 1955: 

Whereas the minimum wage fixed by the Fair Standards Act has, for some 
years, remained at 75 cents per hour; and 

Whereas living costs in the entire country have risen substantially during 
the past several years and said rate does not represent an adequate minimum 
rate for the well-being of individual employees or the economy of this Nation: 
and 

Whereas legislation has been introduced in the Congress of the United States 
to increase said minimum wage: Now, therefore, be it 
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Resolved, That this committee favors and approves the legislation now pend- 
ing in the Congress of the United States, increasing the Federal minimum wage 
to $1.25 per hour; and be it further 

Resolved, That copies of this resolution be sent to the United States Senators 
and Representatives, representing the State of New Jersey in the Congress of 
the United States. 

LESTER F. Tirtvs, 
Mayor of Paterson, Chairman. 
JOHN E, Oris, 
Mayor of West New York, Cochairman 


(Whereupon, at 3:45 p. m., the subcommittee adjourned, to recon 
vene at 10 a. m., Tuesday, April 26, 1955.) 


x 





